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THE  BUDGET. 


A  SERIES  OF  LETTERS 

ON 

FINANCIAL,   COMMERCIAL,  &  COLONIAL  POLICY. 

LETTER    I. 

TO 

THE   LORD   JOHN   RUSSELL, 

ON  THE  PROPOSED  ALTERATION  IN  THE    IMPORT  DUTIES 
UPON    CORN  AND   SUGAR. 


My  Lord, 

The  Speech  from  the  Throne  directed  the  attention  of 
the  two  Houses  of  Parliament  to  the  revision  of  the  duties 
affecting  the  productions  of  foreign  countries,  and  in  the 
debate  upon  the  Address,  the  Whig  Budget  was  the  prin- 
cipal subject  discussed.  A  few  observations  upon  the 
several  questions  involved  in  that  Budget  may  not,  under 
existing  circumstances,  be  deemed  inappropriate  by  your 
Lordship.  I  shall  consider,  in  the  first  instance,  the  pro- 
posed alteration  in  the  Corn  Laws. 

I. — The  Whig  measure  for  altering  the  existing  Corn 
Laws  would  have  the  very  injurious  effect  of  increasing  the 
price  of  the  people's  food.  The  cry  of  "  cheap  bread,"  with 
which  it  was  attempted  to  excite  the  country  at  the  late 
elections,  was  a  delusion.     No  question  in  arithmetic  can  be 


more  simple,  or  more  certain,  than  that  your  Lordship's 
boasted  scheme  for  relieving  the  people,  by  imposing  a  fixed 
duty  on  the  importation  of  foreign  corn,  would  increase 
to  the  consumer  the  price  of  the  first  necessary  of  life. 
Your  Lordship  would  unchain  the  giant  by  increasing  the 
weight  of  his  irons.  But  we  will,  if  you  please,  abandon^, 
figures  of  rhetoric  for  figures  of  arithmetic.  ™i 

The  Whig  plan  proposes  to  substitute,  for  the  pre- 
sent fluctuating  duties  the  following  fixed  duties  upon 
foreign  corn,  when  entered  for  home  consumption,  viz. : — 
on  wheat,  Ss.  per  quarter ;  on  barley,  4s.  6d. ;  on  oats, 
Ss,  4x1, ;  and  on  rye,  peas,  and  beans,  5s»  It  is  self-evident, 
that  under  this  scheme  the  price  of  food  to  the  people  would 
be  increased  in  all  those  years  of  deficient  supply,  in  which 
the  import  duty,  under  the  existing  sliding  scale,  falls  be- 
low 85.  per  quarter  for  wheat.  ^ 

The  evil  inflicted  on  the  people  by  making  bread  deare^ 
in  dear  years,  would  not,  under  the  Whig  plan,  be  atoned 
for  by  any  arrangement  for  making  bread  cheaper  in  cheap 
years.  Indeed,  the  Whig  scheme,  as  described  by  its  able 
and  well  informed  advocate,  Mr.  M^CuUoch,  is  so  contrived 
as  to  diminish  the  chance  of  cheap  years.  According  to 
this  gentleman's  calculations,  the  lowest  price  at  which 
wheat  could  be  sold,  under  the  Whig  plan  of  a  fixed  duty 
of  8s.  per  quarter,  would  be  55s.  per  quarter.  Now  it  is 
important  for  the  bread  eaters  of  England  to  consider,  that 
during  the  six  years,  from  1833  to  1838,  both  inclusive, 
the  average  price  of  wheat  in  England  and  Wales  was  only 
51s.  per  quarter.  The  effect  of  the  ministerial  plan  of  alter- 
ing the  Corn  Laws  may  be  explained  in  a  few  simple  words. 
"  Dear  years  dearer,  and  cheap  years  fewer."  Mr.  M^Cul- 
loch  has  shown  very  clearly  the  way  in  which  the  Whig 
plan  would  tend  to  prevent  the  occurrence  of  cheap 
years.  Under  the  existing  lav/,  when  there  is  a  prospect  of 
a  deficient  harvest,  the  price  of  corn  rises,  and  the  import 
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duties  fall,  and  a  speculative  trade  immediately  commences, 
the  merchants  running  a  race  with  each  other  to  get  in  their 
foreign  corn  before  the  increasing  supply  shall  reduce  the 
price  and  raise  the  duties.  Under  this  competition,  impor- 
tation frequently  takes  place  to  a  greater  extent  than  the 
actual  deficiency  of  the  harvest  would  otherwise  have  occa- 
sioned ;  abundance  is  created  in  the  very  years  in  which 
deficiency  was  apprehended  ;  and  the  supply  exceeding  the 
consumption,  a  surplus  remains  on  hand,  serving,  like  Pha- 
raoh'*s  granaries,  to  meet  succeeding  years  of  dearth. 

There  can  be  no  doubt  that  the  existing  system  of  fluctuat- 
ing duties  renders  the  foreign  corn  trade  a  species  of  lottery , 
in  which  there  may  be  alternately  great  losses  and  great  gains. 
When  prices  are  rising  and  duties  falling,  and  when,  in 
consequence,  a  merchant  orders  consignments  of  foreign 
corn,  a  favourable  change  in  the  weather  may  reduce  prices, 
and  raise  duties,  before  the  corn  can  arrive  in  this  country ; 
and  the  merchant  may  have  to  incur  the  double  loss  of 
paying  the  higher  duty,  and  of  receiving  the  less  price. 
On  the  other  hand,  should  the  season  become  more  unfa- 
vourable, and  prices  continue  to  rise  and  duties  to  fall,  then 
the  importing  merchant  will  obtain,  from  the  operation  of 
a  two-fold  cause,  a  larger  profit  than  that  on  which  he 
had  calculated  when  ordering  consignments  of  foreign  grain. 
This  species  of  lottery  has  a  considerable  effect  in  increasing 
importation.  Speculators,  in  the  confidence  which  they  feel 
in  their  own  good  fortune,  have  a  preference  for  those 
hazardous  trades  in  which  extra  risk  is  paid  for  by  extraor- 
dinary gain.  There  can  be  no  doubt  but  that  there  has  been, 
under  the  amount  of  duties  collected  according  to  the  present 
sliding  scale,  a  larger  importation  of  foreign  corn  than  that 
which  would  have  taken  place  under  the  same  amount  of 
duties  collected  according  to  a  fixed  scale.  An  invariable 
duty  would  check  speculative  importation ;  would  cause, 
when  a  deficient  harvest  occurs,  the  extent  of  the  foreign 


supply  to  be  more  nearly  proportioned  to  the  extent  of  the 
home  deficiency ;  and  would  thus  prevent  the  existence  of  a 
surplus  over  and  above  consumption,  serving  as  a  granary 
against  a  future  emergency.  The  sliding  scale,  as  com- 
pared with  an  equivalent  fixed  scale,  may  be  disadvantageous 
to  the  importing  merchant,  as  tempting  him  to  incur  the 
risks  and  losses  of  over-trading;  but  a  sliding  scale,  as 
contrasted  with  an  equivalent  fixed  scale,  is  decidedly  ad- 
vantageous to  the  consumer.  The  fixed  scale,  while  it 
would  render  dear  years  dearer,  would  prevent  the  occa- 
sional cheapness  which  takes  place  under  the  operation  of  the 
sliding  scale.     The  plan  of  the  Whigs  is,  in  point  of  fact,  ^ 

a  plan  to  create  dearness  and  to  prevent  cheapness.  V^^l 

The  vast  importance  of  the  subject  requires  that  we 
should  examine  it  in  more  minute  detail.  Dantzic  is  the 
port  from  which  the  largest  and  cheapest  supplies  of  foreign 
corn  can  be  obtained.  Mr.  M^Culloch  informs  us  that  at 
Dantzic,  "  whenever  there  is  a  demand  from  this  country 
"  for  150,000  or  200,000  qrs.,  the  price  of  wheat  uniformly 
'*  rises  to  405.  a  quarter,  or  upwards ;""  and  that  "  it  is 
*'  quite  nugatory  to  suppose  that  any  large  supplies  should 
"  be  furnished  by  Dantzic  were  the  shipping  price  under 
"  4iOs,  or  45.9."  The  price  in  the  year  1838  exceeded  48*. 
a  quarter ;  while  the  price  of  the  wheat  shipped  at  Dantzic 
for  England  in  the  year  1839  was,  to  the  shippers,  from 
455.  to  55s,  SL  quarter*.  The  expense  of  conveying  a  quar- 
ter of  corn  from  Dantzic  to  London,  putting  it  into  ware- 
house here,  and  selling  it  to  the  baker,  cannot  be  estimated 
at  less  than  from  10s.  to  12s.  a  quarterf.  The  fixed  duty 
upon  foreign  wheat  introduced  for  home  consumption,  as 
proposed  in  the  Whig  Budget,  is  8s.  a  quarter.  From 
these  data  it  appears,  that,  had  the  Whig  Budget  been 

»  M^'Culloch,  pp.  9  and  10.  f  Mcculloch.  ' 


the  law  of  the  land  previous  to  the  year  1838,  the  price 
at  which  the  people  of  England  could  have  obtained  any 
considerable  supplies  of  foreign  wheat,  would  have  been 
as  follows : — 

Price  per  quarter  to  the  shipper  at  Dantzic 

Freight,  and  other  expenses 

Duty        .         .         .         .         ^         .         ► 


s. 

d. 

40 

0 

11 

0 

8 

0 

59 

0 

Under  the  existing  law,  the  average  price  of  wheat  during 
the  seventeen  years,  from  1821  to  1837,  inclusive,  was  55s.  lOd. 

The  price  at  which  the  people  of  England  could  have 
obtained  supplies  of  foreign  corn  in  the  year  1838,  had  the 
Whig  Budget  been  the  law  of  the  land,  would  have  been  as- 
follows : — 


s,       di 


Price  per  quarter  to  the  shipper  in  Dantzic 

in  1838         

-Freight,  and  other  charges  for  conveyance 
Duty 


48 

0 

11 

0 

8 

0 

67 

0 

The  average  price  of  wheat  in  England  and  Wales,  for 
the  year  1838,  was,  under  the  existing  law,  64*.  7c?.  The- 
price  at  which,  under  the  proposed  Whig  law,  supplies 
could  have  been  obtained,  would  have  been  67.?. 

In  the  year  1839,  the  price  of  wheat  to  the  shippers  at 
Dantzic  rose  to  558.  Had  the  Whig  Budget  been  the  law 
of  the  land  in  this  year,  the  price  at  which  the  people  of 
England  could  have  received  supplies  of  wheat  from  the 
cheapest  shipping  port  in  the  world,  would  have  been  as 
follows : — 
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Price  to  shippers  at  Dantzic 
Freight,  and  other  charges 
Duty 


5. 

d. 

55 

0 

11 

0 

8 

0 

74 

0 

Under  the  existing  law,  the  average  price  of  wheat  in 
England  and  Wales,  in  the  year  1839,  was  only  705.  8^^. 

So  much  for  Cheap  Bread,  under  Whig  legislation  ! !  ! 

It  is  self-evident  that  corn  bought  in  the  foreign 
market  at  any  given  price,  will  be  cheaper  in  the  home 
market  when  the  import  duty  is  under  8^.  a  quarter  than 
when  that  duty  is  at  85.  The  advocates  of  the  8s.  duty, 
however,  contend,  that  the  sliding  scale,  by  rendering  the 
trade  in  corn  irregular  and  uncertain,  causes  great  fluc- 
tuations of  price  at  the  shipping  ports ;  that  if  corn  could 
at  all  times  be  imported  into  this  country  at  a  fixed  duty, 
the  foreign  grower  would  extend  his  cultivation  with  a  view 
to  the  wants  of  the  British  market;  and  that  the  conse- 
quence would  be,  that,  on  the  occurrence  of  an  unfavoura- 
ble season,  the  increased  demand  for  foreign  corn  would  be 
met  by  a  corresponding  supply,  and  that  no  sudden  and 
extraordinary  rise  of  prices  in  the  shipping  ports  would 
occur. 

This  view  of  the  subject  is  erroneous.  A  fixed  duty 
could  have  no  greater  effect  than  a  sliding  scale  in  prevent- 
ing sudden  and  extraordinary  fluctuations  in  the  price  of 
foreign  corn  at  the  shipping  ports.  Were  a  fixed  duty  of 
8^.  a  quarter  imposed  upon  foreign  wheat,  the  quantity  im- 
ported into  this  country,  in  years  of  average  abundance, 
would  be  inconsiderable;  while  the  quantity  required  in 
deficient  years  could  not  be  less  than  the  quantity  required 
in  deficient  years  under  the  existing  system.  Now  it  could 
be  only  with  a  view  to  the  very  limited  demand  which  the 


British  market  would  present  in  ordinary  years,  tliat  the 
foreign  grower  would  regulate  the  extent  of  his  cultivation. 
No  provision  would  be  made  for  the  sudden  and  extraordi- 
nary demand  occasioned  by  the  failure  of  the  crops  in  this 
country.  To  meet  the  extraordinary  demand  of  the  British 
market  there  would  be  nothing  in  the  foreign  shipping 
ports  beyond  the  ordinary  supply.  It  is  evident,  therefore, 
that  fluctuations  in  the  prices  of  corn  at  the  foreign  ship- 
ping ports  would  not  be  less  frequent,  or  less  considerable, 
under  a  fixed  than  under  a  varying  duty. 

Let  us  consider  this  very  important  branch  of  the  sub- 
ject more  in  detail.  Mr.  M'^Culloch,  who  is  the  highest 
authority  on  questions  of  this  nature,  informs  us,  that  at 
Dantzic  (the  cheapest  market  from  which  we  can  obtain 
foreign  supplies)  no  considerable  quantity  of  wheat  can  be 
purchased  under  40^.  a  quarter.  The  expense  of  convey- 
ance from  Dantzic  to  this  country  is  not  less  than  lis. 
a  quarter.  Therefore,  if  a  fixed  duty  of  8s.  a  quarter  were 
charged  on  importation,  no  considerable  supply  could  be 
obtained  from  abroad  until  the  price  of  wheat  in  the 
British  market  exceeded  59*.  a  quarter.  With  a  fixed  duty 
of  8s.  a  quarter,  there  could  be  little  or  no  demand  in  the 
British  market  for  foreign  wheat  for  home  consumption,  so 
long  as  the  price  should  be  under  59<?.;  and  consequently, 
there  would  be  no  extension  of  cultivation  in  foreign  parts, 
with  a  view  to  the  supplying  of  the  British  market.  To 
meet  the  extraordinary  demand  of  unfavourable  seasons, 
tliere  could  be  nothing  beyond  the  ordinary  supply  called 
forth  by  the  ordinary  demand  of  years  of  average  abun- 
dance. It  is  a  perfect  delusion  to  suppose  that  a  fixed 
duty  of  8s.  a  quarter  would  have  the  effect  of  preventing 
that  sudden  and  extraordinary  rise  of  price  which  takes 
place  at  the  foreign  shipping  ports  when  a  more  than 
ordinary  importation  into  this  country  is  required. 

A  reference  to  the  state  of  the  foreign  corn  trade,  for  the 
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last   twenty  years,  will  show  still   more  clearly   that  the 
ministerial  measure  could  not  have  the  effect  of  giving  to 
the  foreign  com  market  a  greater  degree  of  steadiness  than 
that  which  exists  under  the  present  law.     During  the  three 
years,  from  1821  to  1823,  both  inclusive,  the  average  price 
of  wheat  in  England  and  Wales  never  exceeded   60*.  a 
quarter;  and  the  greatest  quantity  of  foreign  growth  im- 
ported in  any  one  year,  was  only  88,992  quarters.     From 
1824  to   1826,  inclusive,  the   highest   average   price  was 
66s.  6d.,  and  the  largest   importation    549,544   quarters. 
From  1832  to  1837,  inclusive,  the  highest  average  price 
was  58*.,   and  the  highest  importation  544,150  quarters. 
During  the  whole  period  of  twenty  years,  there  were  twelve 
years  in  which  the  average  price  of  wheat  did  not  exceed^! 
60*.,  and  only  eight  years  in  which  that  price  exceeded  6Cs, 
During  the  eight  latter  years  the  average  price  ranged  froro^j 
52*.  lid  to  70*.  8d.;  and  the  annual  importation  of  foreignW 
wheat  from  43,800  to  2,862,680  quarters ;  the  highest  price™ 
and  the  largest  importation  being  in  the  year  1839.     It  is 
important  to  remark  that,  under  the  present  law,  when  the 
average  price  of  wheat  is  60*.  a  quarter,  the  duty  upon 
importation  is  26*.  8d.;  and  that  when  the  price  is  735.,  the  _^^ 
duty  falls  to  1*. 

These  facts,  and  their  cause,  demand  the  most  serious 
consideration.  Why  was  it,  that  during  the  last  twenty 
years,  there  were  twelve  years  in  which,  while  foreign  wheat 
was  prohibited  by  a  duty  of  26*.  8d,  a  quarter,  the  average 
price  did  not  exceed  60s.  ?  The  only  answer  which  can  be 
given  to  this  question  is,  that  in  years  of  average  abun- 
dance, this  country  produces  a  supply  of  wheat  nearly,  if 
not  altogether,  equal  to  the  consumption ;  because,  if  the 
average  supply  of  home  growth  were  in  any  perceptible 
degree  less  than  that  required  for  home  consumption,  prices 
would  necessarily  rise  to  the  level  at  which  foreign  wheat 
might  be  imported.     Again,  -  Why,  in  the  year  1839,  did 
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the  average  price  of  wheat  rise  to  70^.  Sd.,  although,  during 
a  considerable  portion  of  the  year,  the  duty  upon  importa- 
tion was  little  more  than  nominal  ?  The  only  answer  which 
can  be  given  to  this  question  is,  that  the  seasons  in  this 
country  are  so  irregular,  that  while,  in  average  years,  the 
home  supply  is  equal  to  the  home  consumption,  deficient 
crops,  occasionally  occurring  in  succession,  create  in  the 
foreign  market  a  sudden  and  unforeseen  increase  of  demand, 
for  which  no  corresponding  increase  of  supply  has  been 
provided. 

Mr.  Mcculloch  has  furnished  an  irresistible  argument  in 
favour  of  the  views  which  have  now  been  presented.  After 
an  extensive  and  careful  examination,  he  arrives  at  the 
conclusion,  that  a  change  to  a  moderate  fixed  duty  of  from 
5s.  to  7s.  would  not  have  the  effect  of  diminishing  cultiva- 
tion in  this  country.  Now,  if  cultivation  were  not  dimi- 
nished, the  quantity  of  corn  of  home  growth,  obtained  in 
years  of  ordinary  abundance,  could  not  be  diminished ;  and 
by  necessary  consequence,  the  quantity  of  foreign  corn  re- 
quired for  home  consumption  in  ordinary  years  could  not  be 
increased.  But  if  the  quantity  of  foreign  corn  required  for 
the  supply  of  the  British  market  were  not  increased,  no  exten- 
sion of  cultivation,  with  a  view  to  the  supplying  of  the  ordi- 
nary wants  of  the  British  market,  could  take  place  in  foreign 
parts;  and  if  there  were  no  extension  of  cultivation  in 
foreign  parts,  there  could  be  no  increase  of  supply  in  the 
foreign  shipping  ports  to  meet  the  extraordinary  demand  of 
the  British  markets  on  the  occurrence  of  a  deficient  harvest. 
On  Mr.  McCuUoch's  showing,  a  fixed  duty  could  have  no 
greater  effect  than  a  fluctuating  duty,  in  preventing  that 
sudden  rise  of  price  which  takes  place  in  the  foreign  ship- 
ping ports,  when  a  more  than  ordinary  supply  of  corn  is 
required  for  the  British  market. 

The  alteration  in  the  Corn  Laws  proposed  by  your 
Lordship  would  have   been  defensible  had  it  proceeded 
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upon  the  principle  of  exacting  from  tlie  people  a  less  tax' 
upon  their  food  than  that  which  they  pay  binder  the  exist- 
ing law.     But  here,  again,  Mr.  McCuUoch  presents  himself 
as  a  witness  against  you.     It  is  shown,  in  a  table  printed  in 
the  appendix  of  his  valuable  pamphlet,  that  the  bread  tax 
imposed  by  the  existing  law,  is  considerably  lower  than  the 
bread  tax  which  your  Lordship  would   inflict  upon  the 
people.     From  the  passing  of  the  present  Corn  Laws  up  to 
the  year  1840,  the  total  quantity  of  foreign  wheat  imported 
for  home  consumption  was  9,^995114  quarters;  the  total 
amount  of  duty  paid  under  the  sliding  scale,  was  2,670,812/. ; 
and,  consequently,  the  average  rate  of  duty  for  the  whole 
period  was  5s.  dd.  a  quarter.     Your  Lordship  proposes  to 
lighten  the  burthens  which  press  so  heavily  on  the  people, 
by  raising  the  bread  tax  from  5s.  9d.  to  8^.     Had  theWI 
ministerial  measure  of  mercy  been  the  law  of  the  land,  from 
the  time  that  the  Act  9  Geo.  IV.,  c.  60,  came  into  operation,] 
until  January  1840,  an  additional  sum  of  1,046,150/.  would 
have  been  extorted  from  the  people. 

I  believe  that  I  have  now  succeeded  in  proving  the  fol- 
lowing important  propositions :  ^1 

First, — That  the  Whig  measure  for  levying  a  fixed  duty 
upon  the  importation  of  foreign  corn  would  render  dear 
years  dearer,  and  would  diminish  the  chance  of  cheap 
years. 

iS'eco/ic/,— -That  a  fixed  duty  could  have  no  greater  ten- 
dency than  the  present  sliding  scale,  to  counteract  that 
sudden  rise  of  price  which  takes  place  in  the  foreign  ship- 
ping ports,  when  the  occurrence  of  a  deficient  harvest  in 
this  country  creates  an  extraordinary  demand  for  foreign 
corn.  M 

Third, — That  a  fixed  duty  of  8^.  a  quarter  upon  the 
importation  of  foreign  wheat  would  increase  the  existing 
bread  tax  by  40  per  cent. 

Fourth, — That  the  adoption  of  the  Whig  measure,  in- 
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stead  of  being  a  step  in  advance  towards  the  sound  princi- 
ples of  free  trade  in  corn,  would  be  a  retrograde  movement 
towards  the  exploded  doctrine  of  restriction  and  monopoly. 

The  manner  in  which  the  announcement  of  the  Whig  mea- 
sure for  increasing  the  bread  tax  has  been  received  throughout 
the  country,  is  not  a  little  remarkable.  The  genuine  free 
traders,  whose  principles  the  proposed  alteration  would  vio- 
late, gave  it  a  languid  support ;  while  from  the  agriculturists, 
whose  monopoly  it  would  increase,  it  encountered  strenuous 
opposition.  Nevertheless,  the  two  parties  acted  under  one 
and  the  same  impression,  namely,  the  impression  that  the  fixed 
duty  could  not  be  maintained.  The  free  trader  acquiesced 
in  the  ministerial  measure,  because  he  saw  that  it  was  too  bad 
to  last ;  while  the  monopolist  opposed  it,  because  he  perceived 
that  for  him  it  would  be  too  good  to  last.  The  impossi- 
bility of  adhering  to  a  duty  of  8^.  a  quarter  on  bread  corn 
when  the  price  of  wheat  rose  to  73*.  or  80*.  a  quarter,  was 
manifest  to  both.  There  was  an  apprehension,  that  under 
the  increased  and  intolerable  pressure  of  an  additional  bread 
tax,  the  suffering  and  indignant  masses,  on  the  first  occur- 
rence of  a  deficient  harvest,  might  "  repeal  the  Corn  Laws 
"  from  without  with  a  vengeance."  The  agriculturists  op- 
posed the  Whig  measure  for  giving  them  increased  protec- 
tion, on  the  principle  of  letting  well  alone ;  while  the  free 
traders  were  willing  that  it  should  pass,  because  they  be- 
lieved that  your  Lordship  was  too  enlightened  and  too 
prudent  to  have  any  real  intention  of  maintaining  the  fixed 
duties  you  proposed. 

Whether  there  was,  or  was  not,  any  serious  intention  to 
maintain  the  fixed  duties  proposed  in  the  Whig  Budget,  is 
a  question  which  none  but  its  proposers  can  be  competent 
to  determine.  Nor  is  the  decision  of  the  question  of  much 
importance.  If  the  intention  was  to  maintain  the  fixed 
duties,  then  the  people  were  deceived  by  the  promise  of  re- 
lief: if  the  intention  was  not  to  maintain  these  duties,  then 
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ihe  agriculturists  were   deceived  by  the  promise  of  pro- 
tection. 

II, — Next  to  a  free  trade  in  corn,  no  measure  could  be 
more  beneficial  to  the  people  than  a  free  trade  in  sugar.  I 
shall  therefore  proceed  to  inquire  how  far  the  alterations  in 
the  sugar  duties,  proposed  in  the  Whig  Budget,  are  in 
conformity  with  the  principles  of  free  trade.  ^| 

The  alteration  in  the  sugar  duties,  as  proposed  by  the 
Chancellor  of  the  Exchequer  on  the  30th  of  April,  was  to 
be  as  follows,  vix, : — The  duty  upon  colonial  sugar  being 
245.  per  hundred  weight,  and  that  on  foreign  sugar  60^.,  it 
was  proposed  to  leave  the  former  duty  unaltered,  but  to 
lower  the  latter  to  36s.  per  hundred  weight,  and  thus  to 
reduce  the  differential  duty  in  favour  of  colonial  sugar  from 
36s.  to  l^s.  per  hundred  weight.  From  this  change  the 
Chancellor  of  the  Exchequer  calculated  on  an  increased  re- 
venue of  700,000/.  Let  us  endeavour  to  trace  out  with  as 
much  accuracy  as  the  nature  of  the  case  will  admit,  the 
consequences  which  would  have  resulted  from  the  adoption 
of  the  proposed  change. 

Foreign  sugar,  upon  being  entered  for  home  consumption, 
would  have  paid  a  higher  duty  by  12s,  per  hundred-weight 
than  colonial  sugar ;  and,  consequently,  the  importation  of 
1,166,666  cwt.  of  foreign  sugar  would  have  given  to  the 
Chancellor  of  the  Exchequer  a  revenue  of  700,000/.  over 
and  above  the  revenue  which  would  be  received  upon  the 
importation  of  the  same  quantity  of  colonial  sugar.  The 
first  effects,  therefore,  of  the  alteration  in  the  sugar  duties 
proposed  in  the  Whig  Budget,  according  to  the  Chancellor 
of  the  Exchequer,  would  be  the  introduction  of  1,166,666 
cwt.  of  foreign  sugar,  the  exclusion  of  1,166,666  cwt.  of 
colonial  sugar,  and  an  increase  of  revenue  to  the  amount  of 
700,000/.  aH 

Other  effects  would  follow.     The  average  price  of  British 
sugar  in  bond,  during  the  last  ten  years,  has  been  375,  per 
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bund  red- weight*.  The  average  price  of  foreign  sugar  m 
bond,  during  the  same  period,  has  been  22s.  Assuming 
that  no  material  rise  would  take  place  in  the  price  of 
foreign  sugar,  in  consequence  of  the  new  demand  of  the 
British  market,  then  the  price  at  which,  under  the  pro- 
posed regulations,  it  could  be  sold  in  this  country  for 
home  consumption  would  be  585.  per  hundred-weight,  vix., 
22*.  original  cost,  and  S6s.  duty.  Now,  during  the  last 
ten  years  the  price  of  British  sugar  to  the  consumer  has 
been  61*.  per  hundred  weight,  vix.,  Sis.  original  cost,  and 
245.  duty.  But  sugars  of  equal  quality  cannot  be  sold  in 
the  same  market  at  different  prices.  Under  the  proposed 
change  of  duties,  British  colonial  sugar  would  fall  to  the 
level  of  foreign  sugar,  and  both  would  be  furnished  to  the 
consumer  at  the  price  of  58*.  per  hundred-weight.  This 
would  be  a  fall  of  3s.  per  hundred- weight  below  the  average 
of  the  last  ten  years.  The  quantity  of  sugar  entered  for 
consumption-I*  in  the  year  1840  was  3,764,710  cwt.,  and  a 
reduction  of  3*.  per  cwt.  upon  that  quantity  would  amount 
to  564,706/.  As  far,  therefore,  as  the  effects  of  the  pro- 
posed alteration  in  the  sugar  duties  have  hitherto  been 
traced,  that  alteration  would  appear  to  be  beneficial.  It 
would  produce  an  increase  of  revenue  to  the  amount  of 
700,000/.,  while  affording  relief  to  the  sugar  consumers  of 
the  united  kingdom  to  the  extent  of  564,706/.  Let  us  now 
turn  to  the  other  side  of  the  picture. 

In  order  to  realize  the  Chancellor  of  the  Exchequer's 
calculation  of  an  increase  of  revenue  to  the  amount  of 
700,000/.,  1,166,666  cwt.  of  foreign  sugar  must  be  entered 
for  home  consumption,  and  a  like  quantity  of  the  produce 
of  the  British  colonies  displaced.  The  quantity  of  British 
colonial  sugar  entered  for  consumption  in  the  year  1840 

*  Edinburgh  Review  for  July  1841,  Article  VI  I. 

t  "  Common  Sense  view  of  the  Sugar  Question,"  £is  quoted  in  the  Edinburgh 
Review. 
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was,  as  we  have  seen,  3,764,710  cwt.  The  Whig  Budget 
would  displace,  at  a  stroke,  nearly  one-third  of  this  supply. 
The  demand  for  sugar,  the  produce  of  the  British  colonies, 
would  suddenly  sink  from  3,764,710  cwt.  to  2.598,044  cwt. 
The  value  of  the  sugar  exported  from  the  British  colonies 
to  the  mother  country  for  home  consumption,  would  be 
reduced  in  a  still  greater  proportion.  The  reduction  of 
imported  value  upon  the  1,166,666  cwt.  displaced  from 
consumption,  would  amount,  at  the  average  price  (375.  per 
cwt.)  of  the  last  ten  years,  to  2,158,332/.,  while  the  fall 
of  Ss.  per  cwt.  upon  the  remaining  2,598,044  cwt.,  which 
the  colonies  might  still  be  able  to  supply  to  the  home  mar- 
ket, would  amount  to  389,706/..  The  total  diminution  in 
the  value  of  exports  in  sugar,  from  the  British  colonies  to 
the  mother  country,  would,  therefore,  amount  to  2,548,038/. 
As  all  external  trade  is  a  trade  of  barter,  when  produce  to 
the  value  of  2,548,038/.  ceased  to  be  imported  from  the 
colonies,  British  goods  to  the  value  of  2,548,038/.  would 
cease  to  be  exported  to  the  colonies  in  return. 

The  destruction  of  capital  which  would  follow  so  sudden 
and  extensive  a  change  in  the  channels  of  trade  could  not  be 
easily  estimated.  The  colonies  of  Trinidad,  and  British 
Guiana,  having  extensive  regions  of  virgin  soil  yet  to  resort 
to,  might,  in  all  probability,  be  able  to  compete  with  Cuba 
and  Brazil,  and  to  send  to  the  British  market  an  undimi- 
nished quantity  of  produce.  On  Jamaica,  and  the  other 
older  colonies,  the  undivided  loss  would  fall.  By  the  cal- 
culation of  the  Chancellor  of  the  Exchequer,  the  change  of 
duty  would  cause  the  introduction  of  1,166,666  cwt.  of 
foreign  sugar.  Unless  there  should  be  some  decided  and 
permanent  improvements  in  the  profits  of  trade  and  the 
wages  of  labour,  of  which  there  does  not  appear  at  present 
the  smallest  probability,  the  importation  of  this  quantity  of 
foreign  sugar  would  not  be  followed  by  increased  consump- 
tion. There  must,  therefore,  be  a  diminished  exportation 
of   sugar  to  the  extent  of  1,166,666  cwt.  from  Jamaica 
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and  the  other  British  colonies,  in  which  the  soil  has  suf- 
fered deterioration  from  exhaustion.  Had  the  Whig  Bud- 
get passed,  sugar  estates  in  Jamaica  would  have  become 
valueless ;  and  the  capital  employed  in  working  them 
would  have  perished.  A  more  extensive  destruction  of 
property,  rash  and  headlong  legislation  was  never  before 
contemplated. 

If  there  be,  in  the  science  of  commercial  legislation,  any 
one  maxim  to  which  it  is  imperative  upon  a  statesman  to 
conform,  it  is — avoid  sudden  change.  Human  industry, 
like  the  human  constitution,  adapts  itself  to  the  circum- 
stances in  which  it  has  long  been  placed.  Capital  and 
labour  cannot  be  diverted  from  their  accustomed  channels 
without  extensive  loss,  and  extensive  suffering.  With  respect 
to  the  commerce  of  a  country,  change,  even  from  a  bad  to 
a  good  system,  cannot  be  effected,  however  cautiously  con- 
ducted, without  producing  some  counter-poising  evil.  Stea- 
diness is  the  one  thing  needful.  Steadiness,  even  with  re- 
spect to  a  bad  system,  is  better  than  oscillation  between 
bad  and  good.  The  alterations  in  the  sugar  duties,  con- 
templated in  the  Whig  Budget,  even  though  they  had  been 
framed  on  the  soundest  theoretical  principles,  ought  to  have 
encountered  the  most  determined  opposition,  because  they 
were  a  fearful  violation  of  that  cardinal  maxim  in  commer- 
cial legislation, — "  avoid  sudden  change."  Assuming 
that  the  Whig  Budget  was,  as  regards  scientific  principles, 
theoretically  right,  it  was,  in  reference  to  the  time  and 
manner  in  which  it  was  proposed  to  carry  it  into  effect, 
practically  wrong.  But,  was  the  alteration  of  the  sugar 
duties,  proposed  in  the  Whig  Budget,  framed  upon  princi- 
ples theoretically  and  scientifically  correct?  This  is  a 
question  to  which  I  would  earnestly  solicit  your  I ^ord ship's 
consideration. 

The  existing  commercial  treaty  between  this  country  and 
Brazil  expires  in  1842,  upon  two  years'  notice,  and  that 
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notice  has  been  given.  The  plan  of  the  Whig  Budget  18 
to  continue  to  levy  upon  the  sugar  produced  in  Brazil, 
a  differential  duty  of  50  per  cent,  over  and  above  the  duty 
which  is  imposed  upon  the  sugar  produced  in  the  British 
colonies,  the  whole  amount  of  the  contemplated  duty  upon 
sugar  produced  in  Brazil,  and  in  other  foreign  parts, 
amounting  to  150  per  cent.  Now  it  is  not  unreasonable  to 
'assume,  that,  on  the  expiration  of  the  commercial  treaty, 
the  government  of  Brazil  will  impose  upon  British  goods 
a  duty  in  some  degree  proportionate  to  that  which  the 
government  of  this  country  may  charge  upon  the  produce 
of  Brazil.  The  important  question,  therefore,  which  a  British 
statesman  has  to  consider  is  this,  "  What  would  be  the 
"  effect  of  the  proposed  change  in  the  sugar  duties,  should 
"  the  British  goods  with  which  sugar  is  purchased  have  to 
"  encounter,  in  consequence  of  that  change,  a  high  hostile 
"  tariff.^"  This  is  an  important  and  a  vital  question:  and 
any  changes  made  in  our  commercial  policy  until  this  question 
shall  be  thoroughly  understood,  must  be  made  in  the  dark. 
Perhaps  the  best  way  of  elucidating  this  very  important, 
but  somewhat  difficult  question,  will  be  to  state  a  simple 
hypothetical  case.  Let  us  assume,  in  the  first  instance,  that 
Brazil  admits  British  goods  duty  free ;  and  that,  in  this 
state  of  the  trade,  the  British  merchant  purchases  100  cwt. 
of  Brazilian  sugar,  at  one  pound  per  hundred- weight, 
and  pays  for  it  by  means  of  100  bales  of  British  goods, 
which  he  is  able  to  sell  at  one  pound  per  bale.  Under 
these  circumstances,  the  trade  between  the  two  countries  will 
be  purely  a  trade  of  barter,  and  neither  country  will  incur 
a  debt  to  the  other  requiring  to  be  discharged  by  a  trans- 
mission of  the  precious  metals.  Now,  this  being  the  pre- 
vious state  of  things,  let  us  further  assume,  that  the  Bra- 
zilian government  imposes  a  duty  of  100  per  cent,  upon 
the  introduction  of  British  goods.  The  effect  of  this  dis- 
turbing cause  will  be,  that  the  trade  between  the  two  coun- 
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tries  will  cease  to  be  conducted  as  a  trade  of  pure  barter. 
It  will  not  now  be  possible  to  sell  in  the  Brazilian  market 
the  same  quantity  of  British  goods  as  before ;  and  there- 
fore, a  portion  of  the  debt  incurred  by  the  purchaser  of 
sugar  must  be  paid  in  bullion.  The  modus  operandi  will 
be  as  follows  : — 

The  duty  of  100  per  cent,  imposed  upon  British  goods, 
will  double  their  price  in  the  Brazilian  market,  and,  as  the 
consumers  of  British  goods  in  Brazil  can  have  acquired  no 
increased  power  of  purchasing  by  the  imposition  of  the 
tariff,  they  will  now  be  able  to  purchase  only  one  bale, 
where  they  formerly  purchased  two.  The  British  mer- 
chant, who  formerly  obtained  100/.  for  100  bales,  will  now 
obtain  100/.  for  50  bales;  but  this  100/.  will  not  enable 
him,  as  before,  to  pay  for  his  100  cwt.  of  sugar,  because,  by 
this  supposition,  he  has  to  pay  50/.  out  of  the  100/.  for  duty. 
The  remaining  50/.,  due  for  his  sugar,  he  must  pay  in  gold. 
But  how  is  he  to  procure  the  gold  ?  The  answer  to  this 
question  is,  that  the  gold  will  be  procured  by  the  only  pro- 
cess by  which  an  increased  supply  of  the  precious  metals  can 
be  procured.  As  soon  as  the  high  Brazilian  tariff  should  have 
turned  the  balance  of  payments  against  this  country,  gold 
would,  in  the  first  instance,  be  abstracted  from  the  circula- 
tion of  the  united  kingdom  ;  this  abstraction  of  specie  would 
contract  the  currency,  and  reduce  prices;  and  this  re- 
duction in  the  price  of  British  goods  would  force  an  in- 
creased exportation  equivalent  to  the  diminished  exportation 
caused  by  the  Brazilian  tariff.  This  would  soon  restore  our 
foreign  trade  to  a  trade  of  barter.  But  the  permanent 
effects  of  the  hostile  tariff  would  be,  that  an  altered  distri- 
bution of  the  precious  metals,  to  the  disadvantage  of  this 
country,  would  be  established,  leaving  us  with  a  currency 
contracted  in  volume  and  increased  in  value,  with  reduced 
prices,  and  with  an  increased  pressure  from  the  debt. 

Will  your  Lordship  have  the  goodness  to  apply  the  prin- 
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ciple,  which  I  have  now  endeavoured  to  illustrate,  to  the 
sugar  trade,  as  it  would  exist  under  the  regulations  pro- 
posed in  the  Whig  Budget.  According  to  the  Chancellor 
of  the  Exchequer"'s  calculation,  the  quantity  of  foreign  sugar 
imported  under  these  regulations  would  be  1,166,666  cwt. ; 
and  for  this  quantity  we  should  have  to  pay,  at  ^2s.  per 
cwt.,  1,283,332/.  Now  in  the  foreign  sugar  growing  coun- 
tries British  goods  would  have  to  encounter  a  hostile  tariff'. 
Let  us  take  the  tariff*,  not  at  100  per  cent,  as  is  assumed  in 
the  above  illustration,  but  at  50  per  cent.,  the  amount  of 
the  proposed  differential  duty  in  favour  of  British  sugar ; 
and  let  us  suppose  this  tariff*  reduces  the  demand  for  British 
goods,  not  one-half,  as  in  the  former  case,  but  only  by 
one-fourth.  The  result  would  be,  that  of  the  debt  of 
1,283,338/.,  incurred  for  foreign  sugar,  three-fourths,  or 
962,499/.j  would  be  paid  by  British  goods,  and  one-fourth, 
or  320,833/.,  in  the  precious  metals. 

Permit  me  to  inquire,  whether  the  Whig  Ministers, 
before  they  decided  upon  the  adoption  of  measures  which, 
upon  the  Chancellor  of  the  Exchequer's  calculation,  would 
destroy  at  a  stroke  one-third  of  the  export  trade  by  which 
we  have  hitherto  paid  for  the  sugar  of  the  British  colonies- 
permit  me  to  ask  whether,  before  the  adoption  of  this  sud- 
den and  sweeping  change  in  the  channels  of  trade  was 
resolved  on,  the  Whig  Ministers  had  secured  a  pledge 
from  the  governments  of  foreign  sugar  growing  countries, 
that  when  we  had  destroyed  the  colonial  markets  in  which 
we  could  not  be  met  by  hostile  tariff's,  the  new  markets 
which  we  sought  should  not  be  blocked  up  against  us  by 
heavy  import  duties,  turning  the  balance  of  foreign  pay- 
ments against  us,  and  depriving  us  of  a  portion  of  that 
superior  command  over  the  products  of  foreign  labour,  in- 
cluding the  precious  metals,  which  we  have  hitherto  enjoyed  ? 
If  the  Whig  Ministers  framed  their  Budget  without  a  careful 
reference  to  the    eff'ect  of  hostile   tariff's,   and  differential 
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duties,  upon  the  proportions  in  which  the  precious  metals 
are  distributed  throughout  the  world,  they  performed 
only  half  their  task.  The  proposed  reduction  in  the 
duty  upon  foreign  sugar  might  probably,  as  has  been 
already  stated,  cause  a  reduction  in  the  price  of  sugar 
to  the  consumer  of  about  Ss.  per  hundred  weight.  Such  a 
reduction  in  the  price  of  sugar,  mitigating  the  pressure  upon 
the  public  to  the  extent  of  about  500,000Z.,  would  lead  to 
an  increased  consumption,  either  of  sugar  or  of  some  other 
articles,  provided  no  counteracting  cause  should,  at  the 
same  time,  be  brought  into  operation.  But  should  the 
reduction  in  the  price  of  sugar  be  accompanied  by  any  con- 
siderable increase  in  the  duties  imposed  upon  the  British 
goods  with  which  the  cheaper  sugar  should  be  purchased, 
then  an  abstraction  of  gold,  a  contraction  of  the  currency, 
a  fall  in  prices,  and  a  reduction  in  the  wages  and  profits  of 
those  engaged  in  supplying  goods  for  the  foreign  market, 
might  diminish  the  power  of  consumption  to  a  far  greater 
extent  than  the  reduction  in  the  price  of  sugar  could 
increase  it. 

The  laws  which  determine  the  distribution  of  the  precious 
metals  throughout  the  commercial  world — the  circumstances 
which  have  hitherto  caused  the  produce  of  a  given  quantity  of 
British  labour  to  exchange  for  the  produce  of  a  greater  quan- 
tity of  foreign  labour — and  the  effect  of  hostile  tariffs  in  de- 
priving British  industry  of  this  important  advantage— these 
are  subjects  which  will  be  deeply  meditated  by  the  states- 
man upon  whom  the  mantle  of  Huskisson,  or  of  Ricardo, 
may  hereafter  fall.  Mr.  Ricardo's  chapter  on  foreign  trade, 
and  on  the  distribution  of  the  precious  metals,  might  be 
worth  your  Lordship's  perusal.  His  early  loss  was  a  national 
misfortune.  Had  he  survived,  his  growing  influence  in 
Parliament  might  have  prevented  many  of  the  mistakes  in 
commercial  legislation,  to  which  the  present  difficulties  of 
the  country  may  be  traced.     As  an  humble  disciple  in  his 
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school,  I  may  again  address  myself  to  your  Lordship,  upon 
the  important  subjects  of  commercial  and  colonial  policy. 
In  the  mean  time,  I  have  the  honour  to  subscribe  myself, 

Your  Lordship's  obedient  servant, 

A  MEMBER  OF  THE  POLITICAL 
ECONOMY  CLUB. 


No.  II.  will  contain  a  Second  Letter  to  Lord  John 
Russell,  on  the  Alteration  in  the  Sugar  Duties, 
proposed  in  the  Whig  Budget. 
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LETTER    II. 


TO 


THE   LORD   JOHN   RUSSELL, 


ON 


The  Manner  in  which  the  Adoption  of  the  Whig 
Budget  would  have  altered  the  value  of  Money ^  in- 
creased  the  pressure  of  Taxation,  and  aggravated 
the  Distress  of  the  People, 


In  the  letter  which  I  had  the  honor  of  addressing  to  your 
Lordship  in  the  first  No.  of  the  Budget,  I  ventured  to  sug- 
gest, that  the  laws  which  regulate  the  distribution  of  the 
precious  metals  throughout  the  commercial  world,  and  the 
circumstances  which  have  hitherto  caused  the  produce  of  a 
given  quantity  of  British  labour  to  exchange  for  the  produce 
of  a  greater  quantity  of  Foreign  labour,  were  subjects  not  al- 
together unworthy  of  the  attention  of  the  statesman  who 
should  undertake  the  task  of  commercial  legislation.  In  that 
letter  I  also  requested  permission  to  inquire,  whether  the 
Whig  ministers,  before  they  decided  upon  the  adoption  of 
measures,  which,  upon  the  Chancellor  of  the  Exchequer  s  own 
calculation,  must  have  destroyed  at  a  stroke  one  third  of  the 
export  trade  by  which  we  have  hitherto  paid  for  the  sugar  of 
the  British  colonies,  had  secured  a  pledge  from  the  govern- 
ments of  foreign  sugar  growing  countries,  that  when  we  had 
destroyed  the  colonial  markets  in  which  we  could  not  be  met 
by  hostile  tariflfs,  the  new  markets  which  we  sought  should 
not  be  blocked  up  against  us  by  heavy  import  duties,  turn- 
ing the  balance  of  foreign  payments  against  us,  and  depriving 
us  of  a  portion  of  that  superior  command  over  the  products  of 
foreign  labour,  including  the  precious  metals,  which  we  have 
hitherto  possessed.  Permit  me,  my  Lord,  to  repeat  the 
question.  It  is  an  important  and  a  searching  one.  Should 
your  Lordship  fail  to  answer  it  in  a  satisfactory  manner 
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the  country  will  receive  that  failure  as  a  confession  of  incom- 
petency. To  seek  to  destroy  a  trade  which  leaves  us  with 
an  undiminished  command  over  the  precious  metals,  in  order 
to  substitute  for  it  a  trade  which  would  leave  us  with  a  less 
command  over  the  universal  medium  of  exchange,  would  be 
to  betray  an  utter  ignorance  of  the  first  principles  of  commer- 
cial policy.  In  the  concoction  of  the  Whig  Budget  was  such 
ignorance  virtually  betrayed  ?  let  us  proceed  to  examine.        ^| 

I. — It  is  a  fact  open  to  universal  observation,  that  the  money 
wages  of  labour,  and  the  prices  of  the  first  necessaries  of  life, 
are  difierent  in  difi^erent  countries.  Now  the  main  cause  which 
renders  the  value  of  money,  in  relation  to  labour  and  to  the  first 
necessaries  of  life,  different  in  different  countries,  will  be  found 
to  be  the  different  degrees  of  efficacy  with  which  in  different 
countries  labour  is  applied.  This  may  be  briefly  and  clearly 
explained.  England  and  France  obtain  gold  and  silver  in  ex- 
change for  their  exportable  commodities.  Let  us  assume,  that  in 
consequence  of  greater  skill  and  energy,  aided  by  more  perfect 
implements,  the  labour  of  two  produces  in  England  the  same 
quantity  of  exportable  commodities  which  is  produced  in 
France  bv  the  labour  of  three.  It  is  evident  that  in  this  case 
two  producers  of  exportable  commodities  in  England  will 
command  the  same  quantity  of  gold  and  silver,  as  well  as  of 
other  foreign  articles,  which  can  be  commanded  in  France  by 
three  producers  of  exportable  commodities.  M^ 

Again,  in  the  same  country,  commodities  produced  with 
equal  cost  will  be  of  equal  value.  In  England,  articles  pro- 
duced for  the  home  market  by  the  labour  of  two,  will  be  equal 
in  value  with  articles  produced  for  the  foreign  market  by  the 
labour  of  two ;  and  in  France,  articles  produced  for  the  home 
market  by  the  labour  of  three,  will  be  equal  in  value  to  arti- 
cles produced  for  the  foreign  market  by  the  labour  of  three.^| 
Hence,  if  the  exportable  commodities  produced  in  England  by 
the  labour  of  two,  will  command  as  much  gold  as  the  export- 
able commodities  produced  in  France  by  the  labour  of  three  ; 
all  other  articles  produced  in  England  by  the  labour  of  two, 
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will  command  the  same  prices  which  can  be  obtained  in  France 
for  articles  produced  by  the  labour  of  three. 

The  principle,  that  superior  efficacy  in  the  labour  which  pro- 
duces exportable  articles,  gives  to  the  country  possessing  it  a 
higher  scale  of  general  prices  than  that  possessed  by  her  neigh- 
bours, may  require  a  further  illustration.  Let  us  assume  that 
with  respect  to  agricultural  produce,  and  all  non-exportable 
articles,  labour  in  France  is  as  efficacious  as  in  England,  and 
that  it  is  only  in  the  productions  of  exportable  articles  that 
the  labour  of  two,  in  England,  yields  the  same  results  as  the 
labour  of  three,  in  France.  This  being  the  case,  let  us  assume 
further,  that  the  labour  of  two  employed  for  a  given  time  in 
England,  produces,  indifferently,  either  six  bales  of  muslin,  which 
sell  in  the  foreign  market  for  18  oz.  of  gold,  or  else  six  loads  of 
wheat ;  and  then,  as  articles  produced  at  equal  cost  are  of 
equal  value  in  the  country  of  their  production,  the  six  loads  of 
wheat  will  also  be  worth  18  oz.  of  gold,  or  3  oz.  per  load. 
But  in  France  the  labour  of  two  employed  for  the  same  given 
time,  produces,  indifferently,  either  four  bales  of  muslin,  worth 
in  the  foreign  market  12  oz.  of  gold,  or  else  six  loads  of  wheat, 
which  (things  equal  in  productive  cost,  being  in  the  place  of 
production,  equal  in  value,)  will  also  be  worth  12  oz.  of  gold, 
or  2  oz.  per  load.  Thus  we  see  that  though,  as  respects 
agricultural  produce,  labour  should  be  equally  efficacious  in 
England  and  in  France,  yet  the  superior  efficacy  of  English  la- 
bour in  producing  commodities  for  the  foreign  market,  would 
render  the  price  of  agricultural  produce  j&fty  per  cent,  higher 
in  England  than  in  France. 

II. — Import  duties  upon  the  introduction  of  foreign  com- 
modities have  also  an  important  influence  in  regulating  the 
distribution  of  the  precious  metals,  and  in  determining  the 
comparative  scale  of  prices  which  any  particular  country  is 
able  to  maintain.  In  order  to  illustrate  this  important  prin- 
ciple, so  frequently  overlooked,  let  us  assume  in  the  first  in- 
stance, that  labour  is  applied  with  equal  effect  in  England  and 
in  France  ;  that,  in  consequence,  the  metals  are  distributed  in 
equal  proportions  throughout  the  two  countries  ;  and  that  the 
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commerce  carried  on  between  them  consists  in  the  interchange 
of  hardware,  worth  in  England  1,000,000/.,  for  wine,  worth 
in  France  1,000,OOOZ.  This  being  the  previous  state  of  things, 
let  us  assume  further,  that  while  England  receives  the  wines 
of  France  duty  free,  France  imposes  a  duty  of  fifty  per  cent, 
upon  British  goods.  The  effects  of  this  duty  would  be  to 
alter  the  distribution  of  the  metals  in  favour  of  France,  and, 
consequently,  to  raise  prices  in  that  country,  and  to  lower 
prices  in  England.  The  process  would  be  as  follows : — In 
France,  the  price  of  British  goods  would  be  increased  by  the 
amount  of  the  duty,  and  their  consumption  in  that  country 
diminished  in  a  corresponding  degree ;  while  in  England,  in 
the  first  instance,  the  price  of  French  wines  would  not  be  en- 
hanced, and  the  consumption  would,  consequently,  continue  as 
before. 

The  result  of  these  changes  would  be,  that  England  could 
not  now  send  to  France  such  a  quantity  of  hardware  as 
would  pay  for  the  wine  she  received,  and  would  be  compelled 
to  discharge  a  portion  of  her  foreign  debt  by  a  transmission  of 
bullion  :  this  would  raise  prices  in  France,  and  depress  prices 
in  England.  In  England,  there  would  be  less  money  applicable 
to  the  purchase  of  wine,  and  the  consumption  of  the  article 
would  gradually  diminish;  in  France,  there  would  be  more 
and  more  money  applicable  to  the  purchase  of  hardware,  and 
the  consumption  of  British  goods  would  gradually  increase ; 
and  these  processes  would  continue  until  the  quantity  of  hard- 
ware sent  to  France  again  became  sufficient  to  pay  for  the 
quantity  of  wine  received,  and  until  no  further  transmission 
of  the  metals  should  be  required.  But  when  the  commerce 
between  the  two  countries  should  thus  be  restored  to  a  trade 
of  barter,  the  precious  metals  would  no  longer  be  equally 
distributed  between  them,  and  the  scale  of  prices  would  be 
higher  in  France  than  in  England. 

The  explanations  which  I  have  now  endeavoured  to  give 
will,  as  I  would  venture  to  hope,  render  it  apparent  to  your 
Lordship,  that  superiority  in  the  production  of  those  articles 
which   are   extensively    demanded   in  foreign  markets,  and 


II 


: 


1 
I 


27 

import  duties  impeding  free  international  exchange,  are  the 
main  causes  which  regulate  the  proportions  in  which  the 
precious  metals  are  distributed,  and  determine  the  different 
range  of  prices  which  countries  trafficking  with  each  other 
are  able  to  maintain.  Should  I  have  succeeded  in  establishing 
the  correctness  of  these  principles,  then  it  will  follow,  as  a 
necessary  consequence,  that  the  minister  who  should  venture 
upon  any  extensive  change  in  our  commercial  system,  without 
having  previously  acquired  a  competent  knowledge  of  their 
working,  would  be  entitled  to  that  unenviable  reputation 
which  might  be  awarded  to  the  practitioner  who  should 
undertake  to  amputate  a  limb,  ignorant  of  the  vessels 
through  which  the  life  blood  flows.  The  language  which 
I  now  hold,  is  the  language  which  at  other  times,  and  in  other 
places,  I  have  held.  My  principles  are  unchanged.  The 
measures  I  now  advocate,  I  advocated  always.  When  the 
Whig  ministry,  in  the  rash  confidence  of  their  recently  ac- 
quired power,  commenced  that  career  of  mischievous  commer- 
cial legislation,  the  consequences  of  which  are  now  desolating 
the  land,  I  ventured  to 

"  Whisper  in  unwilling  ears, 
The  saving  counsel — '  Keep  your  schemes  nine  years.'  " 

Peculiar  circumstances  have  afforded  me  leisure  to  resume 
inquiries  which  had  been  for  a  time  suspended,  and  to 
investigate  the  value  of  your  Lordship's  Budget.  The  result 
of  that  investigation,  carefully,  and  I  trust  impartially 
conducted,  is  a  full  conviction,  that  had  the  Whig  ministers 
been  permitted  to  carry  the  measures  which  they  proposed,  the 
results  would  have  been,  a  continued  abstraction  of  bullion, 
the  insolvency  of  the  bank,  and  a  ruinous  commercial 
revulsion,  terminating  in  a  permanent  contraction  of  the 
currency  and  fall  of  prices,  which  would  have  rendered  it 
difficult,  if  not  impossible,  to  collect  a  sufficient  revenue  to 
pay  the  public  creditor.  My  deliberate  opinion  is,  that  with 
our  enormous  debt,  and  unsound  banking  system,  the  altered 
distribution  of  the  previous  metals,  which  the  adoption  of  the 
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Whig  Budget  would  have  caused,  would  have  been  the  greatest 
calamity  which  could  have  befallen  the  country,  and  might 
possibly  have  led  to  national  bankruptcy  and  revolution. 

This,  my  Lord,  is  a  grave  accusation.  It  is  an  accusation, 
however,  the  truth  of  which  I  am  prepared  to  establish  upon 
the  evidence  of  principles,  the  correctness  of  which,  some  of 
your  Lordship's  most  enlightened  supporters  may  not  be  the 
last  to  acknowledge.  I  am  aware  that  it  has  been  said,  not 
in  an  uncandid  spirit  of  exaggeration,  that,  in  consequence  of 
a  peculiar  phrenological  conformation,  your  Lordship  would 
rather  be  trepanned  than  convinced.  Had  my  feeble  pen  the 
force  of  a  surgical  instrument,  I  should  probably  fail  to  pene- 
trate your  Lordship's  understanding.  Nevertheless,  I  will 
venture  to  undertake  the  operation. 

The  propositions  which  I  hope  to  be  able  to  establish  to 
your  Lordship's  entire  dissatisfaction,  are  the  following : — 

First, — When  commercial  countries  receive  the  productions 
of  each  other  duty  free,  then  (the  efficacy  of  labour  being  the 
same  in  each)  the  precious  metals  will  be  distributed  amongst 
them  in  equal  proportions,  and  the  general  scale  of  prices  will 
be  the  same  in  each. 

Second, — When  any  particular  country  imposes  import 
duties  upon  the  productions  of  other  countries,  while  those 
other  countries  continue  to  receive  her  products  duty  free, 
then  such  particular  country  draws  to  herself  a  larger  pro- 
portion of  the  precious  metals,  maintains  a  higher  range  of 
general  prices  than  her  neighbours,  and  obtains,  in  exchange 
for  the  produce  of  a  given  quantity  of  her  labour,  the 
produce  of  a  greater  quantity  of  foreign  labour. 

Third, — When  any  country  is  deprived  of  that  command 
ever  the  precious  metals  which  is  due  to  the  efficacy  of  her 
labour  in  producing  articles  for  the  foreign  market,  by  the 
hostile  tariffs  of  other  countries,  she  may  recover  her  due 
command  over  the  metals,  by  imposing  retaliatory  and 
equivalent  duties  upon  the  importation  of  the  productions  of 
the  countries  by  which  the  hostile  tariffs  are  maintained. 

Fourth, — "When,  from  foreign  rivalry  and  hostile  tariffs,  a 
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country  begins  to  lose  a  portion  of  her  former  command  over 
the  precious  metals,  and  to  experience  a  contraction  of  the 
currency,  a  fall  in  prices,  in  profits,  and  in  wages,  and  a 
falling  off  in  the  revenue,  then,  the  lowering  of  import  duties 
upon  the  productions  of  countries  retaining  their  hostile 
tariffs,  instead  of  affording  relief,  would  aggravate  the  general 
distress,  by  occasioning  a  more  rapid  abstraction  of  the 
metals,  and  a  deeper  decline  in  prices,  in  profits,  in  wages, 
and  in  the  revenue,  accompanied  not  by  a  diminution,  but  by 
an  increase  in  the  real  extent  of  taxation. 

The  circumstances  under  which  I  propose  to  illustrate  these 
propositions,  and  to  trace  out  the  effect  of  import  duties  in 
altering  the  distribution  of  the  precious  metals,  are  the  fol- 
lowing : — I  assume,  in  the  first  instance,  that  Cuba  repre- 
sents the  countries  with  which  England  holds  commercial 
intercourse,  that  a  perfectly  free  trade,  without  import 
duties  upon  either  side,  is  established  between  England  and 
Cuba ;  that  these  two  countries  have  no  external  trade,  except 
with  each  other ;  that  with  respect  to  extent  of  soil,  number 
of  inhabitants,  general  fertility,  value  of  land,  amount  of  capi- 
tal, the  wages  of  labour,  and  the  general  efficacy  with  which 
labour  is  applied,  the  two  countries  are  on  a  footing  of  perfect 
equality ;  that  each  country  has  a  metallic  currency  amounting 
to  30,000,000/. ;  and  that  England  possesses  a  superiority  in 
the  manufacture  of  woollen  and  cotton  fabrics,  against  which 
Cuba  cannot  compete ;  while  Cuba  possesses  a  degree  of 
superiority  in  the  production  of  sugar,  against  which  it  is 
impossible  for  England  to  compete. 

Under  these  circumstances,  the  only  commerce  which  can 
take  place  between  England  and  Cuba,  must  consist  in  the 
interchange  of  sugar  against  cloth  ;  because  as  all  other  articles 
are,  by  the  supposition,  of  the  same  price  in  the  two  countries, 
no  articles  except  sugar  and  cloth  could  be  exported  with  a 
profit  from  one  country  to  the  other.  It  is  evident,  therefore, 
that  under  the  circumstances  assumed,  the  only  international 
exchange  wliich  can  take  place  will  be  the  barter  of  sugar 
against  cloth.    For  the  sake  of  precision  and  distinctness  in  our 
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illustrations,  let  us  assume,  that  the  extent  of  this  inter- 
national barter  is,  the  exchange  of  1 ,500,000  cwt.  of  sugar, 
worth  30^.  per  cwt ,  against  1,500,000  bales  of  cloth  worth 
SOs.  per  bale.  The  charge  on  account  of  carriage  and  of 
profit,  being  for  the  present  left  out  of  consideration,  the 
price  of  sugar  in  England  is  assumed  to  be  the  same  as  in 
Cuba,  and  that  of  cloth,  the  same  in  Cuba  as  in  England. 

Let  us  now  proceed  to  inquire  what  would  be  the  effect, 
under  the  circumstances  above  assumed,  of  the  imposition  by 
Cuba  of  high  import  duties  upon  British  goods.  For  the  sake 
of  precision  and  distinctness,  it  will  be  again  expedient  to 
proceed  from  fixed  data ;  and  we  will  therefore  take  the  import 
duties  levied  by  Cuba  upon  British  goods  at  100  per  cent. 
ad  valorem. 

The  first  effect  of  this  import  duty  would  be,  to  raise  the 
price  of  British  goods  to  the  consumer  in  Cuba.  Their  cost 
price  (carriage  and  profit  being  excluded  from  consideration, 
for  the  sake  of  brevity  and  clearness)  is  30^.  per  bale ;  and 
therefore,  on  the  imposition  of  an  import  duty  of  100  per  cent., 
ad  valorem,  they  cannot  be  sold  in  Cuba  under  60^.  per  bale. 

The  next  effect  of  the  import  duty  would  be,  to  diminish 
the  consumption  of  British  goods  in  Cuba.  When  the  price 
of  British  goods  should  be  raised  from  30«.  to  60*.  per  bale, 
the  individual  who  had  1501.  to  lay  out  in  the  purchase  of 
such  goods,  would  be  able  to  purchase,  not  100  bales,  as 
formerly,  but  only  50  bales.  It  is  possible,  indeed,  that  when 
the  price  of  British  goods  should  be  doubled,  the  consump- 
tion might  diminish  more  than  one  half.  Many  persons 
who  expended  a  portion  of  their  income  in  the  purchase 
of  British  goods  when  their  price  was  305.  per  bale,  might 
be  disposed  to  relinquish  their  consumption  altogether,  w^hen 
the  price  became  60s.  per  bale.  Other  persons,  however, 
might  be  disposed  to  take  a  different  course,  and  to  expend 
a  less  portion  of  their  income  in  the  purchase  of  domestic 
goods,  in  order  to  be  able  to  purchase,  at  the  advanced 
price,  the  same  quantity  of  foreign  goods  as  before.  On 
the  average,  however,   the  diminution  of   consumption  will 
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be  in  proportion  to  the  increase  of  price.  Under  the 
circumstances  assumed,  the  inhabitants  of  Cuba  have,  on 
the  aggregate,  2,250,000^.  for  the  purchase  of  British  goods  ; 
and  therefore,  when  the  price  of  these  goods  is  raised,  by  the 
import  duty,  from  30^.  to  60^.  per  bale,  the  consumption  must 
decline  from  1,500,000  to  7^0,000  bales. 

Another  effect  of  the  import  duties  would  be,  to  cause  a 
transmission  of  the  precious  metals  from  England  to  Cuba. 
The  British  merchants  who  had  contracted  engagements  in 
Cuba  by  the  purchase  of  sugar,  could  not  now  discharge  the 
whole  of  their  engagements,  as  was  formerly  done,  by  the 
exportation  of  British  goods.  They  could  now  export  only 
750,000  instead  of  1,500,000  bales  ;  and  though  the  750,000 
would  sell  to  the  consumer  for  the  same  sum  for  which  the 
1,500,000  formerly  sold,  yet  as  one  moiety  of  the  price 
would  be  paid  to  government,  the  merchants  would  have 
only  1,125,000  with  which  to  discharge  the  debt  of 
2,250,000  incurred  by  the  purchase  of  sugar  for  the  British 
market.  A  transmission  of  the  precious  metals,  to  the 
amount  of  1,125,000^.,  must  therefore  take  place  from 
England  to  Cuba. 

Thus,  then,  a  new  distribution  of  the  precious  metals 
between  England  and  Cuba  would  follow  as  a  necessary  con- 
sequence from  the  imposition  by  Cuba  of  the  import  duties 
upon  British  goods.  The  circulation  of  Cuba,  which  before 
the  imposition  of  these  duties  was  30,000,000^.,  will  now  be 
increased  to  31,125,000/.;  while  the  circulation  of  England, 
formerly  30,000,000Z.,  will  be  contracted  to  28,875,000/. 

It  is  evident  that  there  must  be  in  the  two  countries  an 
alteration  in  the  money  prices  of  commodities,  corresponding 
with  the  altered  distribution  of  the  precious  metals.  Prices 
will  rise  in  Cuba,  and  will  fall  in  England.  It  should  be  borne 
in  mind,  however,  that  the  rise  of  prices  in  Cuba  can  affect 
those  commodities  only  which  are  produced  in  Cuba,  and  that 
the  fall  of  prices  in  England  will  be  confined  to  articles  pro- 
duced in  England.     The  prices  of  goods  (leaving  carriage  and 
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profit  out  of  consideration)  will  be  the  same  in  the  country 
into  which  they  are  imported,  as  in  the  country  in  which  they 
are  produced;  and  therefore,  when  the  increase  of  the  circu- 
lation in  Cuba  raises  the  price  of  sugar  there,  the  price  of 
sugar  imported  from  Cuba  must  also  rise  in  the  British  mar- 
kets ;  and  when,  in  England,  the  contraction  of  the  circula- 
tion depresses  the  price  of  British  fabrics,  the  price  of  British 
fabrics  will  also  fall  in  Cuba. 

The  rise  in  the  price  of  the  productions  of  Cuba,  and  the  fall 
in  the  price  of  the  products  of  England,  will  re-act  upon  the 
commercial  intercourse  between  the  two  countries.  In  Cuba,  the 
consumption  of  British  goods,  which  has  fallen  from  1,500,000 
bales  to  750,000  bales,  when  the  import  duties  raised  the  price 
from  30s.  to  60^.  per  bale,  will  now  exceed  750,000,  from  a 
two-fold  cause,  viz.^  from  the  fall  in  the  money  price  of  British 
goods,  and  from  the  increased  quantity  of  money  applicable  to 
their  purchase.  In  England,  on  the  other  hand,  the  consump- 
tion of  sugar,  the  produce  of  Cuba,  will  be  decreased,  from  the 
operation  of  a  two-fold  cause ; — namely,  from  the  rise  in  the 
money  price  of  the  products  of  Cuba,  and  from  the  diminished 
quantity  of  money  in  the  hands  of  the  English  consumer 
applicable  to  the  purchase  of  foreign  goods. 

Here,  again,  another  reaction  would  commence.  As  the  con- 
sumption of  British  goods  increased  in  Cuba,  and  as  the  con- 
sumption of  the  produce  of  Cuba  decreased  in  England,  the 
annual  balance  of  foreign  payments  against  England  would 
become  "  small  by  degrees,  and  beautifully  less,"  until  the 
commerce  between  the  two  countries  should  be  restored  to  a 
trade  of  barter.  It  would  be  unnecessary  to  fatigue  your 
Lordship  by  travelling  through  the  details  of  the  intermediate 
process.  It  is  evident,  that  while  England  continues  to  pay 
for  a  part  of  her  imports  from  Cuba  in  the  precious  metals, 
the  circulation  of  England  must  contract,  and  that  of  Cuba 
expand ;  that  the  contraction  in  the  one  country,  and  the 
expansion  in  the  other,  must  cause  the  money  prices  of 
domestic  products  to  fall  in  the  one,  and  to  rise  in  the  other  ; 
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and  that  this  alteration  in  money  prices  must  cause  the  expor- 
tation of  a  greater  quantity  of  British  goods  to  Cuba,  and  of 
a  less  quantity  of  Cuba  produce  to  England,  until  that  point 
is  reached  at  which  England  will  cease  to  contract  with  Cuba 
any  further  portion  of  debt  requiring  to  be  discharged  by  a 
transmission  of  the  metals. 

Under  the  circumstances  assumed  for  illustration,  the  com* 
merce  between  England  and  Cuba  would  return  to  a  trade  of 
barter  when  the  circulation  of  England  shovild  be  reduced 
from  30,000,000  to  20,000,000,  and  that  of  Cuba  should  be  in- 
creased from  30,000,000  to  40,000,000,  and  when,  in  con- 
sequence, the  price  of  British  goods  should  have  fallen  from 
30^.  to  20s.  per  bale,  and  the  price  of  Cuba  sugar  should  have 
risen  from  30  to  40  per  cwt.  For  when  the  circulation 
and  the  prices  of  the  two  countries  should  be  thus  adjusted, 
the  exportation  from  England  of  1,500,000  bales,  worth 
20^.  per  bale,  would  discharge  the  debt  incurred  to  Cuba  by  the 
purchase  of  7^0,000  cwt.  of  sugar  at  40^.  per  cwt.,  and 
therefore  no  further  transmission  of  the  metals  from  England 
to  Cuba  would  be  required. 

The  result  of  the  altered  distribution  of  the  precious  metals 
now  effected,  would  be,  that  the  price  of  labour,  of  corn,  and  of 
all  domestic  productions,  would  be  reduced  by  33  per  cent,  in 
England,  and  increased  by  33  per  cent,  in  Cuba.  In  England, 
money  wages,  and,  as  far  as  regards  domestic  products,  money 
prices  would  be  reduced  by  33  per  cent.,  while  the  value  of  all 
fixed  salaries  and  debts,  whether  private  or  public,  would  be  in- 
creased by  33  per  cent.  In  Cuba,  on  the  other  hand, 
money  wages  and  the  money  price  of  all  domestic  products, 
would  be  increased  by  33  per  cent.,  while  fixed  salaries, 
incomes,  and  debts,  whether  private  or  public,  though  the  same 
in  nominal  amount,  would  be  reduced  by  33  per  cent,  when 
estimated  in  labour  or  in  the  produce  of  labour. 

Your  Lordship  will  perceive  that,  under  the  circumstances 
upon  which  we  are  arguing,  the  distribution  of  the  metals,  and 
the  alteration  in  the  relative  scale  of  prices,  which  have  now  been 
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stated,  would  be  just  sufficient  to  bring  back  the  commerce 
between  the  two  countries  to  that  trade  of  barter  into  which 
all  national  interchanges  must  ultimately  and  permanently 
resolve.  For  if,  under  the  operation  of  the  hostile  tariff  of 
100  per  cent.,  British  goods  sold  in  the  British  market  for 
more  than  half  the  price  at  which  they  could  be  sold  in  the 
markets  of  Cuba,  they  could  not  be  exported  to  those  markets 
in  payment  of  the  produce  received  from  Cuba,  and  there- 
fore a  further  transfer  of  the  precious  metals  from  England  to 
Cuba  must  be  effected ;  while  on  the  other  hand,  if  British 
goods  should  sell  in  the  British  market  for  less  than  one  half 
of  the  price  at  which  they  could  be  sold  in  Cuba,  then  British 
goods  should  continue  to  be  exported  to  Cuba  until  the  balance 
of  payments  should  be  turned  in  favour  of  England,  occasion- 
ing a  reflux  of  the  metals.  For  example,  if  a  bale  of  cloth, 
and  all  other  articles  equal  in  cost  to  a  bale  of  cloth,  were  worth 
in  the  British  market  25s..  per  article,  while  in  the  markets  of 
Cuba  similar  articles  were  worth  no  more  than  35^.  per  article, 
no  British  goods,  while  charged  with  an  import  duty  of  100 
per  cent.,  could  be  sold  in  Cuba,  and  therefore  all  the  produce 
imported  into  England  from  Cuba  must  be  paid  for  by  a  trans- 
mission of  the  metals,  until  a  further  fall  of  prices  should  be 
occasioned  in  England,  and  a  further  rise  in  Cuba.  On  the  other 
hand,  if  a  bale  of  cloth,  and  all  other  British  articles  equal  in 
cost  to  a  bale  of  cloth,  were  worth  in  Cuba  45^.  per  bale, 
while  in  England  articles  similar  in  kind  and  quality  were 
worth  only  15*.  per  bale,  it  is  evident  that  British  goods 
would  be  poured  into  Cuba  until  their  price  fell  in  Cuba,  and 
rose  in  England. — Under  the  condition  upon  which  I  am 
endeavouring  to  illustrate  this  difficult  but  important  subject, 
namely,  that  Cuba  represents  all  the  countries  with  which 
England  holds  commercial  intercourse ;  that,  with  the  excep- 
tion of  cloth  and  sugar,  industry  is  equally  productive  in  the  two 
countries ;  and  that  while  England  admits  the  produce  of  Cuba 
duty  free,  Cuba  charges  a  duty  of  100  per  cent,  upon  British 
goods: — Under  these,  conditions,  it  is  impossible  that  the  com- 
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merce  between  the  two  countries  should  settle  to  a  trade  of 
barter,  requiring  no  further  transmission  of  specie,  until  the 
precious  metals  should  be  so  distributed  as  to  cause  the  money- 
prices  of  all  commodities,  except  that  exported,  to  be,  at  least,  cent, 
per  cent,  higher  in  Cuba  than  in  England  All  other  things,  po- 
pulation, capital,  extent  and  fertility  of  soil,  and  economy  in 
monetary  transactions  being  assumed  to  be  the  same,  this 
difference  in  the  gen  eral  scale  cf  prices  cannot  be  induced, 
until  the  import  duties  imposed  by  Cuba  upon  British  goods 
shall  have  so  altered  the  distribution  of  the  metals  as  to  give 
to  Cuba  an  amount  of  circulation  twice  as  great  as  that  of 
England.  Hence,  as  each  country  is  assumed  to  have  had, 
before  the  imposition  of  the  import  duty,  a  circulation  of 
30,000,000^.,  the  circulation  of  England  will  be  reduced  by  the 
import  duties  to  20,000^.,  while  from  the  same  cause,  that  of 
Cuba  will  be  increased  to  40,000,000^. 

With  respect  to  England,  the  result  of  this  change  will  be, 
that  money  wages,  the  money  amount  of  capital,  and  money 
rents,  will  be  reduced  by  33  per  cent.,  while  commodity 
wages,  the  rate  of  profit,  and  corn  rents,  will  be  the  same  as 
before.  The  power  of  consuming  the  products  of  domestic 
industry  will  also  be  the  same  as  before.  The  power  of  con- 
suming the  products  of  foreign  industry  will,  however,  be 
materially  decreased. 

With  regard  to  Cuba,  opposite  effects  would  be  produced. 
Money  wages,  the  money  amount  of  capital  and  of  profit,  and 
money  rents,  would  be  increased  one-third  ;  while  commodity 
wages,  the  rate  of  profit,  and  corn  rents,  would  remain  as 
before.  The  power  of  consuming  domestic  goods  would  be 
unaltered ;  the  power  of  consuming  foreign  articles  would  be 
greatly  increased. 

In  England,  the  value  of  all  fixed  incomes,  and  of  all 
money  charges,  would  be  enhanced,  and  the  pressure  of  the 
public  burthens  increased ;  in  Cuba,  the  value  of  fixed  in- 
comes and  of  money  charges  would  be  reduced,  and  the  pres- 
sure of  the  public  burthens  mitigated. 
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Another  important  result  would  be,  that  the  import  duties 
imj^osed  upon  British  goods  would  be  paid,  not  by  the  con- 
sumer in  Cuba,  but  by  the  producer  in  England.  Before  the 
imposition  of  the  import  duty  of  100  per  cent.,  England  sent  to 
Cuba  1,500,000  bales  of  goods,  and  brought  back  1,500,000 
cwt.  of  sugar.  In  consequence  of  the  imposition  of  the  duty, 
England  sends  out,  as  before,  1,500,000  bales  of  goods,  but 
obtains  in  return  only  750,000  cwt.  of  sugar.  Thus,  one- 
half  of  the  value  of  her  exports— one-half  of  the  commodities 
which  she  formerly  received  in  return  for  the  produce  of  her 
industry,  is  taken  from  England,  and  paid  as  a  tribute  into 
the  treasury  of  Cuba.  The  consumers  of  cloth  in  Cuba,  who 
formerly  paid  2,250,000/.  for  1,500,000  bales,  will  now  pay 
3,000,000/.  for  the  same  quantity,  «^;^r.,  1,500,000/.  original 
price,  and  1,500,000/.  duty.  But  no  part  of  this  duty  will, 
in  point  of  fact,  be  paid  by  them,  because  the  import  duties,  ■1 
by  altering  the  distribution  of  the  metals,  increases  the  amount 
of  money  in  their  hands  from  2,250,000/.  to  3,000,000/.,  Ml 
while  reducing  the  cost  price  of  the  1,500,000  bales  of  imported 
goods,  which  they  have  to  pay  for,  from  2,250,000/.  to 
1,500,000/.  The  consumers  of  British  goods  in  Cuba,  though 
the  nominal  payers  of  1,500,000/.  into  the  treasury  of  Cuba, 
would,  in  reality,  be  able  to  command  exactly  the  same 
quantity  of  such  goods  as  before.  The  ultimate  incidence  of 
the  import  duty  imposed  upon  British  goods  would  be  upon 
the  British  producers.  The  wealth  of  England  would  be  de- 
creased by  the  amount  of  the  duty — the  wealth  of  Cuba  would 
be  increased  by  its  amount. 

The  loss  of  wealth  occasioned  by  her  receiving  a  less  quantity 
of  foreign  produce  in  exchange  for  the  same  quantity  of  ex- 
ported goods,  would  be  the  least  portion  of  the  evil  inflicted  upon 
England  by  the  change  which  has  been  described.  Under 
the  circumstances  assumed,  the  abstraction  of  the  precious 
metals,  the  contraction  of  the  circulation,  the  fall  in  the  money 
price  of  all  domestic  products,  the  increase  in  the  value  of  all 
fixed  salaries  and  charges,  and  the  augmented  pressure  of  the 
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debt,  would  concur  in  creating  a  crisis  more  calamitous  than 
any  that  has  actually  been  experienced.  National  bankruptcy 
and  revolution  would  be  the  probable  results. 

It  will  be  abundantly  obvious,  that  for  the  evils  resulting 
from  the  causes  now  described,  the  appropriate  remedy  would 
not  be  a  reduction  of  import  duties  in  England.  Under  the 
circumstances  supposed,  relief  might  be  derived  from  increased 
taxation.  An  ad  valorem  duty  of  100  per  cent.,  imposed  upon 
the  sugars  of  Cuba,  would  relieve  the  country  from  the  pay- 
ment of  a  foreign  tribute  of  equal  amount — would  bring  back 
the  metals  which  had  been  abstracted,  restore  the  circulation 
to  its  former  amount,  raise  the  price  of  all  domestic  products, 
lighten  all  fixed  charges  upon  land  and  industry,  and  mitigate 
the  pressure  of  the  debt.  The  modus  operandi  it  will  be  ex- 
pedient to  trace  out. 

Under  the  operation  of  the  import  duties  of  100  per  cent., 
imposed  by  Cuba  upon  British  goods,  England  purchased  from 
Cuba  750,000  cwt.  of  sugar  at  405.  per  cwt.,  and  balanced  the 
account  by  selling  to  Cuba  1,500,000  bales  of  cloth  at  20^.  per 
bale.  England  now  adopts  a  defensive  policy,  and  imposes  a 
duty  of  100  per  cent.,  ad  valorem,  upon  the  produce  imported 
from  Cuba.  The  price  in  the  British  market  of  sugar  pro- 
duced in  Cuba,  is  now  raised  from  40s.  to  80*.  per  cwt. 
Doubling  the  price  diminishes  the  consumption.  Cuba,  in- 
stead of  selling  to  England  750,000  cwt.  at  40^.  per  cwt., 
sells  375,000  cwt.  at  8O5.  per  cwt.  The  sum  paid  for  the 
smaller  quantity  is  the  same  as  that  which  was  before  paid  for 
the  greater  quantity.  But,  of  the  sum  of  1,500,000/.,  one- 
half  is  paid  into  the  British  treasury ;  and,  therefore,  750,000/. 
is  all  that  is  now  applicable  towards  the  payment  of  the  cloth 
purchased  from  England  by  Cuba.  Now  Cuba,  as  we  have 
already  seen,  has  been  purchasing  from  England  1,500,000 
bales  at  20*.  per  bale,  and  it  will,  therefore,  be  necessary,  in 
order  to  liquidate  the  whole  of  the  debt  thus  incurred,  that 
specie  to  the  amount  of  750,000/.  should  be  transmitted  from 
Cuba  to  England.     Prices  would  rise  in  England  and  fall  in 
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Cuba,  until  the  commerce  between  the  two  countries  should 
be  again  restored  to  a  trade  of  barter.  The  process  through 
which  the  restoration  would  be  ejfifected  need  not  be  again 
detailed.  It  will  be  sufficient  to  particularise  the  results. 
When  the  metals  become  so  distributed  between  the  countries 
as  to  cause  the  money  price  of  sugar  in  Cuba  to  fall  from  40^. 
to  30^.,  while  the  money  price  of  cloth  in  England  rises  from 
20s.  to  305.,  then  the  interchange  of  750,000  bales  for  750,000 
cwt.  would  balance  accounts  between  the  two  countries,  and 
render  unnecessary  any  further  transmission  of  the  metals. 

It  will  be  remembered,  that  previous  to  the  imposition  of 
import  duties  upon  either  side,  England  consumed,  at  the  price 
of  305.  per  cwt.,  1,500,000  cwt.  of  sugar  produced  in  Cuba  ; 
while  Cuba  consumed,  at  the  price  of  30^.  per  bale,  1,500,000 
bales  of  cloth  manufactured  in  England.  It  will  also  be 
remembered,  that  when  Cuba  imposed  an  import  duty  of  1 00 
per  cent,  upon  British  goods,  and  before  England  retaliated  by 
the  imposition  of  a  similar  charge  upon  the  produce  of  Cuba, 
Cuba  consumed,  at  the  price  of  20*.  per  bale,  1,500,000  bales 
of  cloth  manufactured  in  England;  while  England  consumed,  at 
the  price  of  40s.  per  cwt.,  750,000  cwt.  of  sugar  cultivated  in 
Cuba.  It  will  be  apparent,  that  to  England,  the  change 
occasioned  by  the  imposition  of  the  import  duty  upon  the 
produce  of  Cuba  will  be  decidedly  beneficial. 

The  advantages  obtained  may  be  thus  enumerated  : — 

First, — Though  the  effect  of  the  import  duty  will  raise  the 
price  of  sugar  to  the  English  consumer  by  50  per  cent.,  yet, 
in  consequence  of  the  alteration  in  the  distribution  of  the 
metals,  each  consumer  in  England  will  have  the  command  of 
more  money  by  50  per  cent.,  applicable  to  the  purchase  of 
sugar. 

Second, — England  will  now  obtain  in  exchange  for  750,000 
bales  of  manufactured  goods  the  same  quantity  of  sugar, 
namely,  750,000  cwt.,  which  she  formerly  obtained  for 
1 ,500,000  bales ;  and  will  thus  save  the  750,000  bales  which 
formerly  went  as  a  tribute  to  the  government  of  Cuba. 
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Third,— The  value  of  the  750,000  bales,  at  30*.  per  bale, 
which  England  saves  in  the  purchase  of  sugar,  will  be 
equivalent  to  the  import  duty  of  30*.  per  cwt.  upon  750,000 
cwt.  imported  for  home  consumption.  Hence,  though  the 
duty  upon  the  foreign  sugar  will  be  paid  through  the  hands  of 
the  home  consumer,  yet  the  amount  of  that  duty  will  not  fall  as 
an  additional  burthen  upon  England,  and  will  be  no  more  than 
a  transfer  to  the  treasury  of  England  of  that  tribute  which 
British  industry  formerly  paid  into  the  treasury  of  Cuba. 

Fourth, — During  the  whole  of  the  period  which  might  be 
required  for  recovering  the  10,000,000/.  of  specie  which  had 
formerly  been  abstracted  by  Cuba,  England  would  experience 
that  animation  in  trade,  and  increase  of  production,  which 
accompany  an  extension  of  the  circulation,  and  a  rise  of 
prices.  As  this  expansion  of  the  circulation,  and  elevation  of 
prices,  would  be  the  result,  not  of  overtrading  on  the  part  of 
banks,  but  of  a  constant  and  steady  influx  of  the  metals,  it 
would  not  be  followed  by  that  contraction  and  collapse  of 
which  the  excitement  occasioned  by  the  overtrading  of  banks 
is  the  certain  antecedent. 

Fifth, — The  gradual  and  progressive  rise  of  prices  would 
necessarily  cease,  as  soon  as  the  commerce  between  England 
and  Cuba  should  have  been  brought  back  to  a  trade  of 
barter.  At  this  point,  prices  would  settle  to  a  permanent 
level.  But  the  level  would  be  higher  than  before.  The 
amount  of  the  circulation  would  be  permanently  increased  by 
50  per  cent.,  and  the  pressure  of  all  money  charges,  including 
the  taxes,  and  the  debt,  would  be  diminished  in  a  corre- 
sponding degree. 

While  England  reaped  these  important  advantages,  Cuba 
would  be  undergoing  a  converse  process.  The  duty  upon 
the  importation  of  British  goods,  which  was  formerly 
drawn  as  a  tribute  from  the  foreign  producer,  will  now 
be  paid  by  the  home  consumer.  The  750,000  cwt.  of  sugar 
which,  before  England  had  adopted  retaliatory  duties,  had 
exchanged  for  1,500,000  bales  of  cloth,  will  now  exchange  for 
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no  more  than  750,000  bales  ;  a  long  period  of  that  commer- 
cial embarrassment  and  depression  which  accompanies  a  con- 
traction of  the  circulation  and  a  fall  of  prices  will  be  passed 
through,  and  when,  at  length,  the  intercourse  with  England 
shall  be  restored  to  a  trade  of  barter,  requiring  no  further  sub- 
traction of  the  metals,  the  value  of  money,  and  of  all  fixed 
money  charges,  will  be  increased  by  25  per  cent. 

I  would  now  request  permission  to  solicit  your  Lordship's 
peculiar  attention  to  the  further  illustrations  which  I  am  about 
to  submit. 

We  will  assume,  in  the  first  place,  that  during  the  period 
of  full  currency  and  high  prices,  Cuba  had  contracted  a  debt 
of  800,000,000/. ;  and  that  while  her  import  duties  upon 
British  goods  were  not  counterpoised  by  equivalent  duties  on 
the  other  side,  the  circulation  of  Cuba  amounted  to  40,000,000 
of  convertible  paper,  based  upon  a  reserve  of  bullion  in  the 
coffers  of  the  banks,  of  10,000,000/. 

This  being  the  financial  position  of  Cuba,  when  she  im- 
posed an  import  duty  upon  British  goods,  and  before  England 
had  imposed  any  retaliatory  and  equivalent  duty  upon  the 
importation  of  the  produce  of  Cuba ;  we  will  suppose  further, 
that  when  the  collapse  commences  under  the  action  of  a  re- 
taliatory tariff,  Cuba  has  the  fortune  to  be  under  the  govern- 
ment of  a  Whig  ministry.  The  most  influential  member  of 
the  Whig  government  of  Cuba  is  a  patriot  of  high  rank  and 
hereditary  influence,  of  great  intellectual  power,  and  bearing, 
in  the  estimation  of  his  country,  a  character  without  a  stain. 
It  happens  that  this  patriot  statesman  possesses  self  reliance  to 
the  extent  of  believing,  that  without  passing  through  the 
professional  education  which  was  required  to  form  a  St. 
Vincent  or  a  Nelson,  he  could  step  at  once  from  the  closet 
to  the  command  of  a  fleet ;  while,  at  the  same  time,  from  a 
peculiarity  of  phrenological  formation,  he  would  rather  be 
trepanned  than  convinced. 

The  gifted  minister  of  Cuba  sees  his  country's  distress.  He 
sees  her  commerce  declining,  and  her  industrious  population 
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sinking  into  abject  misery ;  and  in  order  to  arrest  the  progress 
of  the  evil,  and  to  restore  prosperity,  he  resolves  on  repealing 
the  duties  upon  the  import  of  British  goods,  without  waiting 
to  stipulate  with  England  for  a  corresponding  reduction  of  her 
tariff.  The  wave  did  not  subside  under  the  lash  of  Xerxes  ; 
the  tide  was  not  stayed  at  the  command  of  Canute  ;  the 
laws  which  regulate  the  distribution  of  the  precious  metals 
were  not  suspended  in  obedience  to  the  strong  will  of  the 
phrenological  minister  of  Cuba.  Gold  flowed  out  in  a  stream 
more  rapid  than  before  ;  the  calamitous  results  may  be  easily 
traced. 

Had  Cuba  retained  her  tariff  against  England,  and  the  two  ' 
countries  continued  to  impose  equal  import  duties  upon  the 
productions  of  each  other,  then,  as  will  have  appeared  from 
the  illustrations  already  given,  the  transfer  of  the  metals  from 
Cuba  to  England  would  have  ceased,  and  the  international 
commerce  would  have  settled  to  a  trade  of  barter  as  soon  as 
the  currencies  of  the  two  countries  were  equalized,  and  each 
had  a  circulation  of  30,000,000/.  Under  these  circumstances 
the  contraction  of  the  circulation  of  Cuba  would  have  been 
from  40,000,000/.  to  30,000,000/.  But  as,  on  the  present 
supposition,  Cuba  admits  British  goods  duty  free,  while 
England  imposes  a  duty  of  100  per  cent,  upon  the  produce 
of  Cuba,  the  commerce  between  the  countries  cannot  be  re- 
stored to  a  trade  of  barter  until  the  circulation  of  Cuba  is 
contracted,  not  from  40,000,000/.  to  30,000,000/.,  but  from 
40,000,000/.  to  20,000,000/.  The  measure  adopted  by  the 
accomplished  minister  of  Cuba  for  relieving  his  country's 
distress,  would  aggravate  that  distress  to  an  extent  passing 
calculation. — Cuba  had  a  circulation  of  40,000,000/.  of  con- 
vertible paper.  That  circulation  must  now  be  contracted  to 
20,000,000/.  ;  and  in  the  calamitous  process  all  the  banks  of 
issue  throughout  the  country  must  become  insolvent. — Cuba 
had  contracted  a  debt  of  800,000,000/.  when  the  currency 
was  40,000,000/.,  and  this  debt  of  800,000,000/.,  estimated 
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according  to  the  value  of  the  currency  in  which  it  was  con- 
tracted,  is  now  equivalent  to  a  debt  of  160,000,000^. 

But  the  picture  is  not  yet  complete.  The  gifted  minister 
of  Cuba  addresses  the  enlightened  electors  of  Havannah.  With 
impenetrable  self  complacency  he  claims  their  approval  and 
their  confidence  for  having  adopted,  as  the  result  of  the  latest 
improvements  in  economical  science,  a  course  of  commercial 
policy  which  would  have  transferred  to  other  shores  the  em- 
porium of  the  world.  The  exhibition  would  be  ridiculous 
were  it  not  melancholy — 

"  Who  would  not  laugh  if  such  a  man  there  be — 
Who  would  not  weep  if  Atticus  were  he." 

I  have  the  honour  to  be 

Your  Lordship's  obedient  servant, 

A  MEMBER  OF  THE  POLITICAL 
ECONOMY  CLUB. 

Loiidon^  Sept.  13,  1841. 
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ON 


COMMERCIAL  REFORM. 

4^ 

Sir, 

I  VENTURE  to  believe  that,  in  a  crisis  like  the  pre- 
sent, I  may  not  be  deemed  guilty  of  undue  assumption  in 
addressing  to  you,  through  the  medium  of  the  press,  a  series 
of  papers  upon  the  means  of  relieving  the  distress  of  the 
people,  and  of  giving  a  renewed  impulse  to  the  prosperity  of 
the  country.  Dr.  Paley  has  justly  remarked,  that  while  it  is 
in  periods  of  excitement  that  public  opinion  is  disclosed,  it  is 
in  intervals  of  repose  that  it  is  formed.  When  we  are  called 
upon  to  decide,  and  to  act,  the  wisdom  of  our  conduct  will 
depend  upon  the  extent  and  accuracy  of  the  iuformation  we 
may  have  previously  acquired.  How  is  the  distress  which 
has  overtaken  large  masses  of  our  population,  to  be  relieved  ? 
"What  measures  should  the  legislature  adopt  in  order  to  re- 
move the  pressure  upon  industry,  to  raise  the  wages  of  labour, 
and  to  restore  the  profits  of  trade  ?  These  important  ques- 
tions should  be  considered  and  determined  during  a  recess^  and 
not,  as  was  recently  so  unwisely  urged,  at  a  period  when  the 
immediate  and  multiplied  details  of  public  business  distract 
attention,  and  the  heat  of  party  contention  suspends  that 
power  of  continuous  and  patient  thought  by  which  alone  we 
can  discover  truth  and  extend  the  boundaries  of  knowledge. 

There  are  only  two  modes  by  which  the  commerce  of  the 
country  can  be  improved,  namely,  First, —  By  increasing  the 
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demand  for  British  goods.  Second^-— "By  diminishing  the  cost  of 
producing  them.  If  we  could  increase  the  demand  for  British 
goods,  while  the  cost  of  producing  them  should  remain  as  be- 
fore, the  commerce  of  the  country  would  expand ;  and,  could 
we  diminish  the  cost  of  production,  while  the  demand  remained 
unchanged,  the  labour  and  capital  employed  in  conducting  the 
foreign  trade  of  the  country,  would  obtain  a  higher  reward. 
Could  both  these  objects  be  obtained,  increased  quantities  of 
labour  and  of  capital  might  be  employed,  with  an  advance 
both  in  wages  and  in  profits. 

It  is  self  evident  that  any  legislative  measure  regarding  the 
commerce  of  the  country,  the  efi*ect  of  which  should  be,  neither 
to  increase  demand,  nor  to  diminish  cost,  must,  as  regards 
improvement,  be  abortive.  Improvement  of  trade  necessarily 
implies,  either  that  a  greater  quantity  of  goods  can  be  sold 
with  the  same  rate  of  profit  as  before ;  or  else,  that  the  same 
quantity  can  be  sold  with  a  higher  rate  of  profit  than  before. 
But  is  it  practicable,  by  any  legislative  enactments,  either  to 
increase  demand,  or  to  diminish  cost  ?  I  contend  that  it  is. 
I  hope  to  be  able  to  prove,  that  other  things  remaining  the 
same,  the  quantity  and  the  value  of  British  goods  vended  in 
foreign  markets,  will  increase  or  diminish,  as  our  commercial 
policy  is  regulated  upon  correct  or  upon  erroneous  principles. 

In  the  Letters  which  I  addressed  to  Lord  John  Russell  in 
the  preceding  Nos.  of  The  Budget,  I  endeavoured  to  explain 
the  laws  which  determine  the  proportions  in  which  the  pre- 
cious metals  are  distributed  throughout  the  commercial  coun- 
tries of  the  world,  and  which  cause  the  produce  of  a  given 
quantity  of  the  labour  of  one  country  to  exchange  for  the 
produce  of  a  greater  quantity  of  the  labour  of  other  countries. 
In  these  letters,  the  following  propositions  were,  as  I  venture 
to  believe,  demonstrated  : — 

I. — The  main  cause  which  renders  the  value  of  money,  in 
relation  to  labour,  and  to  non-exportable  commodities,  dif- 
ferent in  difibrent  countries,  is  the  different  degrees  of  efficacy 
with  which,  in  different  countries,  labour  is  applied. 
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II. — While  commercial  countries  receive  the  productions 
of  each  other  duty  free,  then  the  precious  metals  will  be 
distributed  amongst  them  in  proportions  determined  by  the 
comparative  efficacy  w^ith  which  their  labour  may  be  applied. 

III.  — When  any  particular  country  imposes  import  duties 
upon  the  productions  of  other  countries,  while  those  other 
countries  continue  to  receive  her  products  duty  free,  then  such 
particular  country  draws  to  herself  a  larger  proportion  of  the 
precious  metals,  maintains  a  higher  range  of  general  prices  than 
her  neighbours,  and  obtains,  in  exchange  for  the  produce  of  a 
given  quantity  of  her  labour,  the  produce  of  a  greater  quantity 
of  foreign  labour. 

IV. — When  any  country  is  deprived  of  that  command  over 
the  precious  metals  which  is  due  to  the  efficacy  of  her  labour 
in  producing  articles  for  the  foreign  market,  by  the  hostile 
tariffs  of  other  countries,  she  may  recover  her  due  command 
over  the  metals,  by  imposing  retaliatory  and  equivalent  duties 
upon  the  importation  of  the  productions  of  the  countries  by 
which  the  hostile  tariffs  are  maintained. 

y. — When,  from  foreign  rivalry  and  hostile  tariffs,  a  coun- 
try begins  to  lose  a  portion  of  her  former  command  over  the 
precious  metals,  and  to  experience  a  contraction  of  the  currency, 
a  fall  in  prices,  in  profits,  and  in  wages,  and  a  falling  off  in 
the  revenue,  then  the  lowering  of  import  duties  upon  the 
productions  of  countries  retaining  their  hostile  tariffs,  instead 
of  affording  relief,  would  aggravate  the  general  distress,  by 
occasioning  a  more  rapid  abstraction  of  the  metals,  and  a  deeper 
decline  in  prices,  in  profits,  in  wages,  and  in  the  revenue, 
accompanied  not  by  a  diminution,  but  by  an  increase  in  the 
real  extent  of  taxation. 

From  these  principles,  the  following  practical  rules  of  com- 
mercial policy  are  direct  and  necessary  corollaries  : — 

First, — To  adopt,  with  respect  to  all  foreign  powers,  the 
principle  of  reciprocity. — Second, — To  lower  the  import  duties 
upon  the  goods  produced  in  countries  receiving  British  goods 
upon  terms  equally  favourable.— -jTA^Vfi?, — To  impose  high  or 
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prohibitory  duties  upon  goods,  the  produce  of  countries  imposing 
high  or  prohibitory  duties  upon  British  goods.  Fourth^ — To 
admit,  duty  free,  all  raw  materials  employed  in  the  processes 
of  reproduction.  j^ 

I  think  I  shall  be  able  to  prove,  by  incontrovertible  evi- 
dence, that  a  consistent  and  steady  adoption  of  these  rules, 
would  cause  the  produce  of  a  given  quantity  of  British  labour 
to  command,  in  exchange,  an  increased  quantity  of  the  pre- 
cious metals  and  of  all  foreign  goods ;  would  raise  wages  and 
profits,  and  powerfully  tend  to  remove  the  pressure  which  has 
recently  paralized  the  industry  of  the  country.  And  further, 
I  believe  that  I  shall  be  able  to  prove,  by  evidence  equally 
conclusive,  that  the  errors  of  the  Whig  government,  in  de- 
parting from  these  fundamental  principles  of  commercial  policy, 
have  deprived  the  country  of  the  advantages  which  our  manu- 
facturing superiority  would  otherwise  have  secured;  have 
lowered  the  prices  of  British  goods  in  foreign  markets,  and 
mainly  contributed  to  produce  the  distressing  fall  which  has 
been  experienced  in  prices,  in  profits,  and  in  wages.  To  the 
production  of  this  evidence  I  now  beg  permission  to  proceed. 

First, — No  one  acquainted  with  the  first  rudiments  of  political 
economy  will  hesitate  to  admit,  that  an  unrestricted  interchange 
of  commodities,  between  different  countries,  would  increase 
the  wealth  of  the  world.  International  divisions  of  employ- 
ment are  as  efficacious  in  multiplying  the  productive  powers 
of  labour,  as  divisions  of  employment  between  the  inhabitants 
of  the  same  estate.  England,  from  her  coal  fields  and  iron 
mines,  possesses  a  decided  superiority  over  France  in  the  pro- 
duction of  hardware ;  France,  from  her  soil  and  climate,  has  a 
decided  superiority  over  England  in  the  production  of  wine. 
Under  these  circumstances  it  amounts  to  a  self-evident  propo- 
sition, that  the  more  perfect  the  international  division  of  em- 
ployment between  the  two  countries,  the  greater  will  be  th 
quantities  of  hardware  and  of  wine  produced. 

Again,  England  manufactures  cotton  cheaper  than  France, 
while  France  manufactures  silk  cheaper  than  England.     It  is 


I 


49 

self  evident  that  silk  goods  would  be  more  abundant  in 
Eno-land,  and  that  cotton  goods  would  be  more  abundant  in 
France,  if  protecting  duties  were  mutually  abandoned,  and  if, 
under  a  system  of  perfectly  free  trade,  the  whole  of  the 
cottons  consumed  by  both  countries  were  made  in  England, 
and  the  whole  of  the  silks  prepared  in  France.  Nor  is  this 
all.  The  protecting  and  prohibitory  duties  by  which  the  silk 
trade  is  forced  in  England,  and  the  cotton  trade  in  France, 
are  as  injurious  to  the  producers,  as  to  the  consumers  of  the  two 
countries.  A  trade  that  cannot  withstand  foreign  competition, 
must  be  confined  to  the  supplying  of  the  home  market. 
England  cannot  sell,  in  the  foreign  market,  silk  goods  of  the 
kind  and  quality  which  are  furnished  cheaper  in  France; 
nor  can  France  induce  the  foreign  consumer  to  purchase  the 
cottons  which  England  offers  at  a  lower  price.  Hence,  when 
miscalculation,  or  a  change  of  fashion,  causes  the  supply  of 
British  silks  to  exceed  the  demand  of  the  British  market  the 
excess  cannot  be  removed  by  exportation,  until  a  deep  decline 
from  the  prices  sustained  by  protection  shall  have  taken  place. 
Under  such  circumstances,  production  ceases  to  be  remu- 
nerative, or  is  altogether  suspended ;  wages  fall,  or  can  be  no 
longer  paid.  A  protected  trade  is  necessarily  a  precarious  trade. 

The  only  argument  which  can  be  urged  in  favour  of 
the  continuance  of  protecting  and  prohibitory  duties  is,  that 
the  capital  and  labour  which  they  have  forced  into  particular 
trades,  cannot  be  transferred  to  other  occupations  without 
occasioning  loss  and  destitution,  A  protected  trade  is  as  a 
parasitical  formation,  wanting  the  vital  energies  while  per- 
mitted to  remain,  and  yet  requiring  for  its  removal  a  painful 
operation.  The  operation  has  become  necessary;  but  in  the 
present  condition  of  the  country  it  can  be  safely  performed, 
only  by  a  cautious  and  a  skilful  hand. 

Second^ — It  is  strictly  demonstrable,  that  the  wealth  of  the 
country  would  be  increased  by  lowering  the  import  duties 
upon  the  productions  of  those  countries  which  should  consent 
to  receive  British  goods  upon  tcnns  equally  favourable.     But 
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would  the  wealth  of  the  country  be  increased  by  lowering  the 
import  duties  upon  the  productions  of  countries  imposing  high 
or  prohibitory  duties  upon  British  goods  ?  I  think  I  shall  be 
able  to  show  that  this  question  must  be  answered  in  the 
negative ;  and  that  the  sound  principle  of  commercial  policy 
is,  to  oppose  foreign  tariffs  by  retaliatory  duties,  and  to  lower 
our  import  duties  in  favour  of  those  countries  which  may 
consent  to  trade  with  us  on  terms  of  reciprocity. 

The  Cape  Colony  receives  British  goods  in  payment  for  wine; 
and,  consequently,  the  greater  the  quantity  of  Cape  wine  con- 
sumed in  the  British  market,  the  greater  the  demand  for  British 
goods  in  the  markets  of  the  Cape.  France  imposes  pro- 
hibitory duties  upon  British  fabrics ;  and,  therefore,  increasing 
the  quantity  of  French  wine  consumed  in  England,  does  not 
extend  the  demand  for  British  goods  in  France,  but  causes  a 
larger  amount  in  the  precious  metals  to  be  sent  from  this  to 
that  country.  To  increase  the  consumption  of  Cape  wines,  is 
to  increase  the  consumption  of  British  manufactures ;  to 
increase  the  consumption  of  French  wines,  is  to  diminish  the 
supply  of  gold,  and  to  occasion  a  general  fall  in  prices.  It 
must,  therefore,  be  the  obvious  policy  of  this  country,  to 
cause  the  wines  of  the  Cape  colony  to  be  consumed  in 
preference  to  those  of  France,  by  laying  light  duties  upon  the 
former,  and  by  imposing  upon  the  latter  the  highest  scale  of  m 
duties  which  the  intervention  of  the  smuggler  will  admit.  ■ 

"  No!"  say  the  advocates  of  one-sided  free  trade,  "  the 
foreign  demand  for  British  goods  is  increased  by  the  con- 
sumption of  French  wines,  full  as  much  as  by  the  consumption 
of  those  of  our  own  colony ;  because,  as  France  will  not  give 
us  her  wines  for  nothing,  when  we  import  a  greater  quantity  of 
them,  we  must  export  a  greater  quantity  of  our  fabrics,  in 
order  to  purchase  the  greater  quantity  of  gold  required  by 
France  in  payment." 

On  the  correctness  or  incorrectness  of  this  doctrine  of  those 
who  deny  that  the  principles  of  free  trade  are  liable  to 
limitations  and  exceptions,  the  whole  question  of  reciprocity 
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turns.  It  will,  therefore,  be  necessary  to  bestow  upon  it  the 
most  careful  examination. 

To  make  the  question  clear  and  distinct,  let  us  suppose,  in 
the  first  instance,  that,  in  our  commercial  intercourse  with  the 
Cape  Colony,  the  imports  of  wine,  and  the  exports  of  cloth, 
each  amount  to  500,000/. ;  and  let  us  assume  that,  sub- 
sequently, our  trade  with  the  Cape,  from  war  or  other 
cause,  is  suspended,  and  that,  in  consequence,  we  import 
an  additional  quantity  of  French  wine,  to  the  amount  of 
500,000/.,  and  send  the  cloth,  which  had  formerly  paid 
for  the  Cape  wine,  to  South  America,  in  order  to  purchase 
500,000/.  in  the  precious  metals,  with  which  to  purchase  the 
wines  of  France.  The  question  now  to  be  determined  is  this: 
— Will  the  cloth,  which  was  worth  500,000/.  when  sent  to 
the  Cape  to  pay  for  wine,  but  which  no  longer  finds  a  market 
in  that  country,  continue  to  be  worth  500,000/.,  when  sent 
to  South  America  to  purchase  an  additional  quantity  of  gold  ? 
If  the  cloth,  when  sent  to  South  America  for  this  purpose, 
continues  to  be  worth  500,000/.,  we  must  admit  that  i*  makes 
no  difference  with  respect  to  the  extent  of  the  demand  for 
British  goods  in  the  foreign  market,  whether  we  import  wine 
from  Africa  in  exchange  for  British  goods,  or  from  France  in 
exchange  for  gold  purchased  with  British  goods.  But  if,  on 
the  other  hand,  it  shall  appear  that,  when  the  cloth  is  sent  to 
South  America,  to  purchase  additional  supplies  of  the  precious 
metals,  it  ceases  to  be  worth  the  half  million  sterling  which  it 
was  worth  when  sent  to  the  Cape  to  pay  for  wine,  then  it  will 
become  self-evident  that  the  ultra  doctrine  of  one-sided  free 
trade  is  erroneous,  and  that  the  principles  of  commercial  policy 
which  I  have  propounded  are  correct. 

When  England  exchanged  cloth  with  her  own  colony  for 
wine,  the  consumers  in  South  America  took  off  as  great  a 
quantity  of  British  cloth  as  they  were  able  and  willing  to 
purchase,  at  the  then  existing  prices.  What  can  now  render 
them  able  and  willing  to  purchase  a  greater  quantity? 
Notliing  but  a  reduction  of  price.    The   South  American 
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market  having  been  previously  supplied  with  British  goods  to 
the  full  extent  of  the  demand,  an  additional  supply  is  intro- 
duced, and  a  declension  of  price  is  the  necessary  consequence. 
Thus,  then,  it  appears,  with  the  fullest  evidence,  that,  by 
ceasing  to  purchase  wine  from  our  own  colony  with  cloth, 
and  pressing  an  additional  supply  of  goods  upon  the  South 
American  market,  in  order  to  procure  gold  to  pay  for  the 
wines  of  France — it  appears,  I  say,  with  the  fullest  evidence, 
that,  by  this  alteration  in  the  course  of  foreign  trade,  the 
produce  of  any  given  quantity  of  British  labour  is  made  to 
command  a  less  quantity  of  gold;  the  value  of  gold,  in 
relation  to  all  home-made  commodities,  is  raised ;  or,  in  other 
words,  the  price  of  British  goods  is  reduced. 

The  one-sided  advocates  of  freedom  of  trade  may,  and  I 
believe  do,  contend,  "  that  in  purchasing  French  wine  with 
gold,  instead  of  Cape  wine  with  cloth,  it  is  not  necessary  to 
press  an  extra  supply  of  British  goods  upon  the  countries  of 
the  mines,  in  order  to  obtain  an  additional  amount  of  the 
precious  metals.  The  process  by  which  England  obtains  the 
means  of  purchasing  French  wines  may  be  as  follows  :~ The 
gold  and  silver  received  by  France,  in  payment  for  wine, 
cannot  continue  to  accumulate  there ;  it  will  raise  prices  in 
the  markets  of  France ;  will  there  check  export  and  encourage 
import;  and  then  pass  off  to  some  other  country,  say 
Germany,  in  payment  for  the  foreign  goods,  for  which  it  creates 
an  additional  demand.  As  Germany  thus  receives  the  gold 
and  silver  paid  by  England  to  France  for  wines,  in  Germany 
prices  will  rise,  export  will  be  checked,  and  import  will  be 
encouraged ;  and  in  Germany,  therefore,  England  will  find  an 
extended  foreign  demand,  and  will  receive  back  again  from 
thence,  in  payment  for  the  increased  quantity  of  goods  exported, 
the  specie  drawn  from  her  by  France." 

It  will  be  obvious,  upon  a  moment's  consideration,  that 
the  process  here  described  necessarily  involves  the  fact,  that  a 
new  distribution  of  the  precious  metals  unfavourable  to 
England  has  been  effected  ;  and  that  prices  have  been  raised 
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in  France  and  in  Germany,  and  have  been  reduced  in  England. 
But  a  new  and  unfavourable  distribution  of  the  metals,  and  a 
consequent  fall  of  prices,  are  the  very  identical  facts  which 
are  to  be  established  or  disproved.  In  the  statement  of  their 
objection,  the  advocates  of  one-sided  free  trade  affirm  the 
existence  of  that  which  they  deny.  The  facts  which  they 
bring  forward,  to  prove  that  no  fall  of  prices  can  take  place — 
those  very  facts  cannot  by  possibility  occur  until  after  a  fall 
of  prices  has  been  experienced.  England  receives  from 
Germany  the  gold  which  she  pays  to  France,  only  because  a 
previous  transmission  of  gold  from  England,  through  France, 
to  Germany,  has  increased  the  supply  and  lowered  the  value 
of  the  precious  metals  in  the  latter  countries,  and  diminished 
their  supply  and  raised  their  value  in  the  former  country. 
The  return  of  gold  from  France,  by  way  of  Germany,  so 
far  from  being  a  proof  that  the  unfavourable  balance  of 
payments  with  France  does  not  lower -prices  in  England, 
affords  irresistible  evidence  that  by  this  unfavourable  balance 
prices  have  been  actually  reduced. 

When  the  increase  of  money,  and  the  rise  of  prices  in 
France  and  in  Germany,  and  the  decrease  of  money  and  the 
fall  of  prices  in  England,  have  been  carried  to  such  an  extent 
that  the  increased  exportation  of  British  goods,  consequent 
upon  this  altered  distribution  of  the  metals,  enables  England 
to  obtain  in  Germany  the  command  of  a  quantity  of  gold 
equal  to  that  which  she  owes  to  France,  then  no  further 
transference  of  the  metals  need  take  place,  and  the  debts  and 
credits  of  the  three  countries  may  be  adjusted  by  bills  of 
exchange.  The  exporters  of  wine  in  France  will  draw  bills 
upon  England  for  their  amount ;  with  these  bills  France  will 
pay  for  the  goods  received  from  Germany  j  and  Germany 
will  ultimately  send  them  to  England,  in  payment  for  British 
goods.  It  must  be  abundantly  obvious,  however,  that  in 
this  case  it  is  the  previous  abstraction  of  the  metals,  and  fall 
of  prices,  which  enable  England  to  pay  the  bills  due  to 
France  by  an  increased  export  to  Germany. 
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It  may  be  urged,  that  a  prosperous  state  of  foreign  trade 
is  shown  by  the  quantity^  aud  not  by  the  price,  of  the  goods 
exported;  that  price  is  merely  nominal,  and  makes  known 
not  the  rate  at  which  labour  is  rewarded,  but  the  proportion 
which  may  happen  to  exist  between  the  quantity  of  goods  to 
be  circulated,  and  the  quantity  of  the  gold  and  silver  by  which 
their  circulation  is  effected ;  and  that,  therefore,  it  comes  not 
within  the  proper  province  of  the  legislature  to  interfere  with 
the  distribution  of  the  precious  metals,  or  to  attempt  to  regu- 
late the  comparative  scale  of  prices  in  the  different  commer- 
cial countries  of  the  world. 

The  first  answer  to  objections  such  as  this,  is,  ihsit  practi- 
cally the  legislature  cannot  help  interfering  vnth  the  distri- 
bution of  the  metals,  and  with  the  comparative  scale  of  prices. 
Every  commercial  regulation  which  is  either  enacted  or 
rescinded,  every  tax  which  is  either  imposed  or  repealed,  has 
an  effect,  more  or  less  extensive,  upon  the  value  of  money. 
The  only  question,  therefore,  is,  whether  these  important 
changes,  in  which  the  legislature  is  the  immediate  instrument, 
shall  be  brought  about  under  a  species  of  blind  chance-medley, 
or  shall  be  regulated  upon  rational  and  consistent  principles. 

In  the  second  place,  the  principle  that  price  is  nominal,  and 
shows  not  the  rate  at  which  industry  is  rewarded,  but  the 
mere  proportion  between  the  circulating  medium  and  the 
commodities  to  be  circulated,  is  one  of  those  general  principles 
which  are  liable  to  the  most  important  practical  limitations. 
Previous  to  the  contraction  of  existing  pecuniary  engage- 
ments, it  would  have  been  of  little  or  no  consequence  at  what 
point  the  value  of  money  might  have  settled — a  more  abun- 
dant supply  of  gold  and  silver  would  have  rendered  prices 
higher,  and  a  less  abundant  supply  would  have  rendered 
them  lower ;  but,  in  either  case,  the  same  quantity  of  other 
commodities  would  have  been  produced  and  exchanged,  and 
the  real  reward  of  producers  and  dealers  would  have  remained 
unaltered.  But  to  infer  from  this,  that  after  liabilities  have 
been  contracted,  and  while  they  continite  to  be  pending,  changes 
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in  the  distribution  and  value  of  the  precious  metals  are  of 
little  practical  importance,  would  be  to  fall  into  an  error  of 
the  most  dangerous  tendency.  A  slight  examination  is  suffi- 
cient to  show,  that,  in  an  industrious  community,  burthened 
with  debt,  a  rise  in  the  value  of  money  is  one  of  the  greatest 
evils  which  can  occur. 

Even  in  those  branches  of  manufacture  and  trade,  in 
which  the  process  of  bringing  commodities  to  market  is  the 
shortest,  and  the  returns  the  quickest,  a  rise  in  the  value  of 
money,  during  the  period  between  the  first  production  and 
the  final  sale,  may  diminish  profit,  or  perhaps  occasion  loss. 
When  the  process  of  production  is  a  protracted  one,  an  interme- 
diate fall  of  prices  is  proportionably  more  injurious.  In  agri- 
culture, in  which  there  are  annual  and  rotation  crops,  and 
leases  running  for  a  term  of  years,  a  continuous  fall  in  the 
markets,  occasioned  by  a  rise  in  the  value  of  money,  is 
destructive,  not  only  of  profit,  but  of  capital.  The  ruin 
which  such  a  fall  in  prices  formerly  wrought  in  the  agricul- 
tural districts,  is,  unfortunately,  too  generally  known  to  require 
illustration. 

A  general  rise  in  the  value  of  money,  affecting  equally  all 
commercial  countries,  would  cease  to  be  injurious,  when  all 
the  debts  and  liabilities,  contracted  previous  to  the  rise,  were 
discharged.  But  a  partial  rise  in  the  value  of  the  precious 
metals,  affecting  a  particular  country,  without  at  the  same 
time  affecting  other  countries  in  an  equal  degree,  inflicts,  in 
addition  to  the  temporary  pressure  and  embarrassment  just 
noticed,  a  permanent  injury  upon  the  country  in  which  it 
takes  place.  Now  ih\s  partial  rise  in  the  value  of  the  metals 
is  that  which  would  be  caused  by  lowering  the  import  duties 
upon  the  productions  of  countries  maintaining  hostile  tariffs 
against  British  goods.  The  practical  questions,  therefore,  for 
our  consideration  are.  What  is  the  precise  nature  and  extent 
of  the  evil  ?  and.  What  are  the  specific  measures  by  which  it 
may  be  averted  ? 

This  portion  of  the  evil  inflicted  by  our  erroneous  commer- 
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cial  policy,  consists  in  the  loss  of  the  advantage  due  to  the 
country  from  her  superiority  in  manufacturing  the  commo- 
dities extensively  demanded  in  the  countries  of  the  mines, 
and  in  other  foreign  markets.  The  first  thing  to  be  done, 
therefore,  in  order  to  ascertain  the  nature  and  extent  of  the 
practical  evil,  is  to  acquire  a  correct  conception  of  the  advan- 
tage of  which  we  have  been  deprived.  ^1 

Let  us  suppose,  for  the  sake  of  illustration,  that  in  Eng- 
land the  produce  of  the  labour  of  100  commands  120  ounces  of 
gold,  while  in  France  the  product  of  the  same  quantity  of 
labour  commands  only  100  ounces.  Now  what,  in  this  case, 
would  be  the  nature  and  extent  of  the  advantage  which  the 
industry  of  England  would  possess  over  that  of  France  ?  In 
England,  the  prices,  of  non-exportable  commodities,  would  be 
20  per  cent,  higher  than  in  France.  But  would  this  difference 
in  the  money  value  of  commodities  render  the  profits  of  trade,  or 
the  real  commodity  wages  of  labour,  higher  in  England  than 
France  ?     Let  us  see. 

If,  in  the  two  countries,  all  the  materials  consumed  in 
production  were  of  home  growth,  the  difference  in  the  money 
value  of  the  articles,  produced  by  the  same  quantity  of 
labour,  could  have  no  influence  whatever  on  the  rate  of  profit, 
or  on  the  real  wages  of  labour.  For  if  the  English  capitalist 
sells  his  commodity  20  per  cent,  higher  than  the  French,  he 
pays  20  per  cent,  more  for  labour  and  materials ;  and  if  the 
English  labourer  gets  more  money,  by  20  per  cent.,  than  the 
French  labourer,  he  also  pays  more,  by  20  per  cent.,  for  all 
the  necessaries  of  life.  In  this  case,  the  only  advantage 
which  would  result  to  England,  from  her  superior  power  of 
commanding  the  precious  metals,  would  be,  that,  with  the 
produce  of  a  given  quantity  of  labour,  she  could  purchase  a 
greater  quantity  of  foreign  productions. 

But  let  us  take  another  supposition — let  us  assume  that  the 
foreign  productions  imported  into  England  and  France  do 
consist  of  articles  required,  not  for  immediate  consumption  but 
for   reproduction,    and   we   shall   immediately   perceive   the 
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benefit  which  all  the  industrious  classes  in  England  would 
derive  from  their  superior  command  over  the  precious  metals. 

In  this  case,  if  a  French  capitalist,  employing  100  men, 
produced  an  article  which  sold  in  the  foreign  market  for  100 
ounces  of  gold ;  and  if  the  English  capitalist,  employing  the 
same  quantity  of  labour,  produced  an  article  which  sold  in 
the  same  market  for  120  ounces,  it  is  evident  that  an  impor- 
tant advantage  would  belong  either  to  the  English  capitalist, 
or  to  the  English  labourer,  or  to  both.  Should  the  wages 
of  labour  be  the  same  in  both  countries,  then  the  profits 
of  trade  would  be  enormously  higher  in  England  than  in 
France ;  and,  on  the  other  hand,  should  the  rate  of  profit 
be  the  same  in  both  countries,  then  the  English  labourer  would 
not  only  receive  far  higher  money  wages  than  the  French 
labourer,  but  would  also  be  able  to  command  a  far  greater 
quantity  of  the  necessaries  and  comforts  of  life.  This  branch 
of  our  subject  is  of  such  vast  practical  importance,  and  has  so 
very  intimate  a  connection  with  the  relief  and  permanent 
prosperity  of  the  operative  classes,  that  it  will  be  proper  to 
examine  its  details  with  the  utmost  accuracy  and  attention. 

Should  wages  be  the  same  in  both  countries,  and  should  the 
rate  of  profit  in  France  be  25  per  cent.,  then,  under  the 
circumstances  supposed,  the  profits  of  trade  would  be  50  per 
cent-  in  England.  For  if  profits  be  25  per  cent,  in  France, 
and  the  article  produced  by  the  labour  of  100  sells  in  the 
foreign  market  for  100  ounces  of  gold,  then  wages  and  the 
materials  advanced  to  the  100  labourers,  must  have  cost  80 
ounces.  But  if  wages,  and  the  materials  purchased  in  the 
foreign  market,  and  advanced  to  100  French  labourers, 
amount  together  to  80  ounces  of  gold ;  then  (wages  and  the 
price  of  imported  materials  being  equal  in  the  two  countries) 
the  same  quantities  of  the  elements  of  capital,  advanced  to  100 
English  labourers,  must  also  cost  80  ounces  of  gold.  Now, 
the  commodity  produced  by  these  English  labourers  is,  by 
the  supposition,  worth  in  the  foreign  market  120  ounces; 
and,  therefore,  while  the  profits  of  the  French  capitalist  are 
only  25  per  cent.,  those  of  the  English  are  50  per  cent. 
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Let  us  look  at  this  important  question  in  another  point  of 
view.  Let  us  suppose  that,  instead  of  wages  being  equal  in 
France  and  in  England,  it  is  the  rates  of  profit  which  are 
equal  in  the  two  countries,  being,  for  example,  25  per  cent, 
in  each.  In  this  case,  what  will  be  the  increase  in  the  wages 
of  the  English  operatives  ?  It  is  self-evident  that  they  must 
now  obtain,  in  addition  to  their  former  wages,  the  whole 
difference  in  the  cost  of  production  which  causes  profits  to  fall 
from  25  to  50  per  cent.,  which  difference,  by  the  supposition, 
the  capitalist  has  lost.  Thus,  if  the  capitalist's  advance  to  his 
100  labourers  had  been  40  ounces  of  gold  for  materials,  and  40 
for  wages,  then  wages  must  now  rise  to  56  ounces ;  for  the  fall 
of  profit  cannot  increase  the  quantity  or  the  price  of  the  mate- 
rials wrought  up;  and,  therefore,  all  the  additional  cost  of 
production,  by  which  the  fall  of  profits  is  occasioned,  must 
consist  of  a  rise  of  wages.  The  advance  to  the  100  labourers, 
which  was  formerly  40  ounces  of  gold  for  materials,  and  40 
for  wages,  will  now  be  40  for  materials,  and  56  for  wages ; 
and  as  the  commodity  produced  sells  for  120  ounces,  the  rate 
of  profit,  upon  the  whole  advance  of  96,  will  be  just  25  per 
cent.  But  the  price  of  the  imported  articles  has  not  risen ; 
and  therefore  the  increase  in  the  labourers'  money  wages, 
is  accompanied  by  a  proportional  increase  in  his  command 
over  the  conveniences  of  life. 

Thus  it  can  be  shown,  by  strictly  mathematical  demon- 
stration, that  when  the  raw  materials  employed  in  repro- 
duction are  imported,  and  are  therefore  of  the  same  money 
value  in  the  importing  countries;  and  when  any  one 
country  can  purchase  with  the  produce  of  a  given  quantity  of 
labour,  a  greater  quantity  of  the  precious  metals  than  hed|| 
neighbours ;  then  the  excess  in  the  command  over  the  metals 
will  go,  in  some  proportion  or  other,  to  raise  the  rate  of 
profit,  or  to  increase  the  real  wages  of  labour,  in  the  country 
to  which  the  excess  belongs. 

Such  are  the  important  advantages  which  are  derived  from 
superior  e£&cacy  in  the  application  of  the  labour  which 
supplies  the  commodities  extensively  demanded  in   foreign 
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markets,  and  of  which  this  country  must  be  permanently 
deprived,  unless  the  effects  of  hostile  foreign  tariffs  shall  be 
counteracted  by  the  maintenance  of  retaliatory  duties.  Adopt 
one-sided  freedom,  and  while  these  advantages  are  lost,  posi- 
tive evils  will  be  inflicted  Lowering  the  import  duties  upon 
foreign  goods,  while  foreign  countries  maintained  high  or  pro- 
hibitory duties  upon  British  goods,  instead  of  lightening, 
would  increase  the  real  pressure  of  the  taxes.  The  altered 
distribution  of  the  precious  metals,  and  consequent  rise  in  the 
value  of  money,  would  diminish  the  revenue  received  upon 
ad  valorem  duties,  and  render  fixed  duties  more  oppressive. 
"While  a  fixed  amount  of  taxes  must  be  raised,  to  pay  the  in- 
terest of  a  debt  of  800,000,000^.,  any  measure  of  commercial  or 
financial  policy,  depriving  the  country  of  that  superior  command 
over  the  precious  metals  which  is  due  to  the  superior  efficacy 
of  her  labour,  might  amount  to  an  act  of  national  bankruptcy. 

I  am  fully  aware,  that  in  urging  the  expediency  of  post- 
poning the  reduction  of  import  duties  upon  the  productions  of 
foreign  states,  until  such  states  shall  have  consented  to 
an  equivalent  reduction  upon  the  importation  of  British  goods, 
I  place  myself  in  opposition  to  high  authorities.  Mr.  James 
Deacon  Hume,  late  Secretary  to  the  Board  of  Trade,  gave 
the  following  evidence  before  the  select  committee  of  the 
House  of  Commons  on  the  import  duties. 

"  Chairman. — Are  you  not  aware  that  foreign  countries,  in 
the  duties  they  have  imposed,  have  very  often  been  led  by 
our  example  in  England  to  impose  protective  duties? — I 
believe  that  to  be  a  very  strong  impression  in  all  foreign 
countries;  they  imagine  that  we  have  risen  to  our  present 
state  of  prosperity  through  the  system  of  protections,  and 
that  they  have  only  to  adopt  the  same  system,  in  order 
to  succeed  as  we  have  done. 

"  When  you  speak  of  giving  an  example  to  Europe,  do 
you  believe  that  if  England  would  remove  those  which  are 
protective  duties  to  cotton  or  to  any  other  manufacture,  that 
might  induce  the  other  nations  of  Europe  to  adopt  a  more 
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liberal  system  of  trade,  and  consequently  lead  to  the  admission 
of  a  larger  portion  of  British  manufactures  ? — I  think  it  very 
probable  that  even  such  partial  removals  would  have  that 
effect ;  but  I  feel  the  strongest  confidence  that  if  we  were  to 
give  up  our  protective  system  altogether,  it  would  be  im- 
possible for  other  countries  to  retain  theirs  much  longer. 

"  Would  you  remove  our  own  protection  without  any 
other  foreign  country  removing  theirs  ? — Most  certainly,  and 
without  even  asking  them.  I  dislike  treating  with  foreign 
countries  upon  any  subject  except  navigation,  and  that  for 
this  reason,  that  there  would  be  waste  in  the  matter  of 
carriage  between  different  countries ;  it  would  end  in  the 
ship  always  going  empty  one  way  on  both  sides ;  this  would 
be  a  dreadful  waste,  from  which  every  country  would  suffer 
in  its  commerce.  And,  again,  a  ship  in  one  place,  is  a  ship 
in  another ;  there  is  no  difficulty  in  the  comparison,  but  there 
is  a  difficulty  in  comparing  one  description  which  one  country 
makes  with  a  totally  different  description  of  goods  made  in 
another,  and  equal  terms  can  hardly  be  made ;  but  I  feel  quite 
confident  if  we  were  entirely  to  drop  our  system  of  protection, 
in  a  very  little  time  it  would  be  a  race  with  other  countries 
which  should  be  first,  or  rather,  which  should  avoid  to  be  the 
last,  to  come  in  for  the  benefit  of  that  trade  which  we  would 
then  open. 

"  Mr.  ViLLiERS. — Do  you  not  consider  a  retaliatory  duty 
as  most  adding  to  the  injury  which  the  duty  imposed  by  the 
foreign  country  occasions  in  this  country  ? — I  have  always 
thought  so;  I  have  disliked  all  treating  in  the  matter;  I 
would  take  what  I  wanted,  and  leave  them  to  find  the  value  of 
our  custom. 

"  Chairman. — Take  the  case  of  Italian  oil,  the  duty  upon 
which  was  doubled  as  a  retaliating  duty  three  years  ago  ;  have 
not  the  English  manufacturers  and  consumers  principally 
suffered  by  that  ? — I  think  they  have ;  I  must  say  that  I 
do  not  think  it  was  a  good  mode  of  effecting  that  object. 
The  Neapolitans  taxed  some  of  our  goods,  and  we  retaliated 
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by,  in  effect,  taxing  others.  We  made  woollens-  suffer  here 
because  they  made  our  cottons  and  hardware  suffer  there. 

"  Then  that  principle  you  would  apply  generally  to  the 
commercial  transactions  of  this  country? — Entirely  so;  I 
should  make  our  laws  according  to  what  I  deemed  best,  which 
would  certainly  be  to  give  the  freest  possible  introduction  of 
the  goods  of  other  nations  into  our  country,  and  I  should 
leave  others  to  take  advantage  of  it  or  not,  as  they  thought  fit. 
There  can  be  no  doubt  that  if  we  imported  from  any  country 
any  considerable  quantity  of  goods,  and  the  manufactures  of 
that  country  were  protected,  the  producers  of  those  goods 
which  we  took  would  very  soon  find  the  great  difficulty  they 
had  in  getting  their  returns ;  and  instead  of  our  soliciting  the 
governments  of  those  countries  to  admit  our  goods,  our 
advocates  for  that  admission  would  be  in  the  country  itself; 
they  would  arise  from  the  exporters  of  the  good  which  we 
received." 

I  dissent  from  the  opinions  thus  expressed,  and  for  the  fol- 
lowing reasons  : — Were  England  to  repeal  the  import  duties 
upon  the  productions  of  any  foreign  country,  say  France, 
without  stipulating  for  a  reciprocal  concession,  she  would 
thereby  render  it  the  interest  of  France  to  continue  to  impose 
heavy  duties  upon  British  goods.  Should  England  receive 
French  silks  and  wines  duty  free,  while  France  should  retain 
a  duty  of  50  per  cent,  upon  British  goods,  then  England 
would  immediately  become  tributary  to  France.  The  increased 
quantity  of  French  goods  imported  into  England,  could  not, 
in  the  first  instance,  be  paid  for  by  the  export  of  an  increased 
quantity  of  British  goods.  The  precious  metals  would  pass 
from  England  to  France,  until  prices  become  sufficiently  low 
in  England  to  enable  her  merchants  to  overcome  the  impedi- 
ment to  an  increased  exportation  of  goods  created  by  the  import 
duties  imposed  by  France.  But  when  the  commerce  between 
the  two  countries  should  in  this  manner  be  restored  to  a  trade  of 
barter,  the  produce  of  a  given  quantity  of  French  labour  would 
exchange  for  the  produce  of  a  greater  quantity  of  British 


62 


labour  than  before.  The  reduction  in  the  cost  price  of  British 
goods  would  compensate  the  French  consumer  for  the  import 
duties  imposed  upon  them  by  his  government ;  and  it  would 
be  upon  the  British  producer  that  the  ultimate  incidence  of 
the  duties  levied  upon  his  goods  in  France,  would  fall.  It  is 
true,  that  under  the  circumstances  the  rise  of  prices  in  France, 
and  their  fall  in  England,  would  render  it  impracticable  for 
France  to  send  to  England  the  same  quantity  of  goods  which 
she  would  be  able  to  send  were  she  to  admit  a  free  importa- 
tion of  British  goods  in  payment.  But  the  free  importation 
of  British  goods,  though  allowing  of  the  exportation  of  a 
greater  quantity  of  French  goods  to  England,  instead  of  being 
an  advantage,  would  be  a  positive  disadvantage  to  France ; 
because  this  alteration  would  raise  prices  in  England,  and 
cause  a  given  quantity  of  French  goods  to  exchange  for  a  less 
quantity  of  British  goods  than  before. 

For  the  reasons  which  I  have  now  endeavoured  briefly  to 
explain,  and  which  are  stated  in  greater  detail  in  the  second 
No.of  "  The  Budget,"  I  am  compelled  to  dissent  from  the  opinion 
of  Mr.  Hume  and  other  eminent  economists,  that  we  should 
remove  restrictions  on  the  importation  of  foreign  goods,  without 
waiting  to  stipulate  with  foreign  states  for  equivalent  conces- 
sions in  favour  of  British  trade.  In  proposing  to  foreign 
powers  to  open  our  ports  to  their  products,  on  the  condition 
that  their  ports  shall  be  equally  open  to  British  products,  we 
should  hold  out  to  them  a  powerful  inducement  to  act  upon 
the  principles  of  reciprocal  freedom.  But  in  removing  restric- 
tions on  the  importation  of  the  productions  of  countries  retain- 
ing hostile  tariffs  against  us,  we  should  not  only  relinquish  the 
lever,  which  might  move  them  to  concession,  but  should  be 
granting  a  bounty  upon  the  continuance  of  restrictions  on  our 
trade. 

The  general  principle,  that  we  should  remit  the  duties  upon 
import  in  favour  of  those  countries  only  which  receive  British 
goods  upon  terms  equally  favourable,  is  liable  to  an  important 
limitation.     Materials  employed  in  reproduction   should  bo 
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admitted  duty  free.  The  reason  is  obvious.  Wealth  is  in- 
creased as  the  quantity  of  labour  required  to  produce  a  given 
result  is  diminished.  A  commodity  produced  by  the  labour 
of  fifty,  employed  upon  materials  imported  at  a  price  equi- 
valent to  the  labour  of  fifty,  will  be  the  result  of  the  labour 
of  100.  But  could  the  materials,  in  consequence  of  a  reduc- 
tion of  duties,  be  purchased  at  a  price  equivalent  to  the 
labour  of  thirty,  then  this  same  commodity  would  be  the  re- 
sult of  the  labour  not  of  100  but  of  eighty ;  and  in  the  particu- 
lar branches  of  industry  concerned,  the  productive  powers  of  the 
country  would  be  increased  in  a  corresponding  degree. 

Again,  raw  materials  should  be  admitted,  duty  free,  on  the 
self  same  principle  that  finished  goods  produced  in  countries 
retaining  tariffs  against  us,  should  be  charged  with  retaliatory 
duties.  The  object  to  be  obtained  by  admitting  materials 
duty  free,  and  by  imposing  retaliatory  duties  on  finished  goods, 
is  one  and  the  same;  namely,  to  maintain  the  produce  of 
British  labour  at  a  high  value  in  relation  to  the  produce  of 
foreign  labour.  The  manner  in  which  the  remission  of  duties 
on  the  materials  of  reproduction  contributes  to  efifect  this  ob- 
ject admits  of  easy  illustration.  In  France,  we  will  suppose 
a  commodity  is  produced  by  the  labour  of  seventy,  employed 
upon  materials  purchased  at  a  price  equivalent  to  the 
labour  of  thirty  ;  in  England,  a  commodity,  the  same  in  kind, 
quality,  and  quantity,  is  produced  by  the  labour  of  fifty, 
employed  on  materials  obtained  at  a  cost  equivalent  to  the 
labour  of  fifty;  and,  therefore,  the  commodity  is  in  both 
countries  the  result  of  the  labour  of  100.  But  in  England,  a 
remission  of  duties  is  effected ;  the  materials  on  which  the 
labour  of  fifty  is  employed,  can  now  be  obtained  at  a  cost 
equivalent  to  the  labour  of  thirty;  and,  consequently,  the 
commodity  which  is  the  result  of  the  labour  of  100  in  France 
is,  in  England,  the  result  of  the  labour  of  eighty.  Now,  com- 
modities equal  in  quality  and  quantity,  cannot  be  sold  at  dif- 
ferent prices  in  the  same  markets ;  and,  therefore,  the  produce 
of  the  labour  of  eighty  Englishmen,  will,  in  this  case,  command 
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the  same  quantity  of  all  foreign  productions,  including  the 
precious  metals,  which  is  commanded  by  the  produce  of  the 
labour  of  100  Frenchmen.  lj| 

It  is  self  evident,  that  the  wealth  and  resources  of  a  country 
must  be  increased  in  proportion  as  a  given  number  of  hands 
are  enabled  to  execute  a  greater  quantity  of  work.  Now,  cost 
of  production,  or,  what  amounts  to  the  same  thing,  the  number 
of  hands  required  to  execute  a  given  quantity  of  work,  is  as 
effectually  diminished  by  reducing  the  number  of  hands 
required  for  preparing  the  articles  with  which  a  given  quan- 
tity of  foreign  materials  is  purchased,  as  by  diminishing  the 
number  of  hands  employed  in  working  them  up.  Should  it 
require  the  produce  of  the  labour  of  thirty  to  purchase  a 
foreign  material,  and  the  produce  of  the  labour  of  twenty  to 
pay  the  import  duty  upon  it,  then  the  remission  of  the  duty 
would  have  exactly  the  same  effect  in  diminishing  the  cost  of 
production,  as  that  which  would  be  produced  by  reducing,  by 
twenty,  the  number  of  hands  required  to  work  the  material 
up.  By  abolishing  every  species  of  import  and  restriction 
upon  the  materials  employed  in  reproduction,  we  shall  in- 
crease the  efficacy  of  industry,  give  the  produce  of  British 
labour  a  higher  value  in  relation  to  the  produce  of  foreign 
labour,  expand  the  circulation,  relax  the  tightness  of  the  money 
market,  mitigate  the  pressure  of  the  debt,  and  in  all  these 
ways  contribute  to  the  restoration  of  prosperity. 

The  principles  of  commercial  policy  which  I  have  now  ven- 
tured to  propound,  are  as  applicable  to  the  foreign  possessions 
of  the  crown  as  they  are  to  the  united  kingdom.  In 
all  that  relates  to  commercial  legislation,  the  colonies 
should  be  regarded  as  integral  parts  of  the  united  kingdom. 
The  trade  between  all  the  portions  of  the  British  empire 
should  be  considered  as  a  home  or  coasting  trade.  Every 
exemption  from  commercial  restriction  which  is  obtained  for 
England,  should  be  extended  to  her  colonies.  The  colonies 
should  be  permitted  to  import  from  the  cheapest  markets, 
duty  free,  and  without  let  or  hindrance,  every  material  and 
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instrument  required  in  tkeir  various  processes  of  reproduction. 
Their  trade  with  foreign  states  should  be  regulated  on  the 
self-same  principles  upon  which  the  trade  between  the  united 
kingdom  and  foreign  states  may  be  regulated.  Reciprocity 
should  be  the  universal  rule.  The  markets  of  the  colonies 
should  be  opened  to  the  productions  of  such  foreign  countries 
as  may  be  induced  to  admit  British  goods  on  terms  equally 
favourable,  while  retaliatory  duties  should  be  imposed  in  the 
ports  of  our  colonial  possessions  upon  the  productions  of  coun- 
tries retaining  hostile  tariffs  against  British  commerce.  Let 
us  endeavour  to  trace  the  effects  which  might  be  expected  to 
result  from  the  adoption  throughout  the  British  empire  of  the 
system  now  suggested. 

Under  the  operation  of  the  system  above  described,  the  re- 
sources of  our  vast  colonial  dependencies  would  be  more  rapidly 
developed.  The  free  importation  of  all  the  materials,  and  of 
all  the  instruments,  including  the  important  instrument  of 
labour,  would,  at  one  and  the  same  time,  extend  their  industry, 
increase  its  efficacy,  and,  by  diminishing  cost,  enable  tliem  to 
meet  competition  in  those  foreign  markets  which  might  adopt 
the  principle  of  reciprocity.  The  freedom  extended  to  the  in- 
dustry of  the  colonies  would  cause  the  redundant  labour  and 
capital  of  the  united  kingdom  to  flow  out  upon  their  virgin 
soil  in  an  augmented  stream,  and  their  wealth  and  popula- 
tion would  increase  with  a  rapidity  hitherto  unknown. 

The  prosperity  of  her  colonies  would  react  upon  the  mother 
country.  It  is  evident,  that  in  proportion  as  they  increase  in 
population  and  in  wealth,  they  will  open  expanding  markets 
to  the  products  of  British  industry.  Now  the  peculiar  advan- 
tage which  the  colonial  trade  possesses  over  the  foreign  trade, 
consists  in  its  greater  security.  A  colonial  trade  may,  at  all 
times,  be  made  a  free  trade.  Here  we  can  completely  remove 
all  those  restrictions  and  prohibitions  which  prevent  or  ob- 
struct that  territorial  division  of  employment  which  multiplies 
the  power  of  production.  Here  no  hostile  tariffs  can  cause 
the  produce  of  a  given  quantity  of  British  labour  to  exchange 
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for  the  produce  of  a  less  quantity  of  foreign  labour,  caw' 
deprive  us  of  that  superior  command  over  the  precious  metals 
which  the  superior  efficacy  of  our  labour  has  hitherto  enabled 
us  to  maintain,  or  can  render  the  industry  of  England  tributary 
to  foreign  states.  It  is  by  the  extension  of  our  colonial  system, 
and  by  the  expansion  of  colonial  markets,  we  can  most  effec- 
tually sustain  the  prosperity  of  the  country  against  the  rivalry 
of  Europe,  and  create  new  worlds  to  adjust  the  balance  of 
the  old.  Nor  is  this  all.  By  extending  our  colonial  system, 
and  opening  new  and  expanding  markets  in  our  trans-marine 
dependencies,  coupled  with  the  rigid  enforcement  of  the  prin- 
ciple of  reciprocity,  we  may  arm  ourselves  with  accumulating 
force  to  break  down  hostile  tariffs,  and  to  establish  free  trade 
throughout  the  world.     This  will  require  a  brief  illustration. 

A  country  having  few  markets  within  its  own  dominions, 
has  a  greater  interest  in  the  freedom  of  foreign  trade  than  a 
country  commanding  within  its  own  dominions  markets  more 
varied  and  extensive.  Close  the  ports  of  foreign  nations  against 
Belgium,  and  you  shut  her  out  from  those  territorial  divisions 
of  employment  by  which  the  fruits  of  the  earth  are  multiplied. 
Exclude  England  from  commercial  intercourse  vnth  foreign 
states,  and  she  would  still  be  able  to  divide  employment  and 
exchange  productions  with  all  the  varied  climates  of  the  world. 
England,  by  opening  the  markets  of  her  widely  expanded 
empire  to  the  industry  of  Belgium,  could  confer  upon  Belgium 
a  far  greater  benefit  than  that  which  Belgium,  by  opening  her 
markets  to  British  industry,  would  confer  on  England.  The 
same  holds  good  with  respect  to  France.  France  would 
derive  greater  advantage  from  a  free  trade  with  the  British 
empire  than  England  would  derive  from  a  free  trade  with 
France ;  while,  on  the  other  hand,  the  exclusion  of  the  pro- 
ductions of  France  from  all  British  ports  would  inflict  upon 
France  a  greater  injury  than  that  which  would  be  inflicted 
upon  England  by  the  exclusion  of  her  productions  from 
the  ports  of  France.  Our  expanding  colonies  place  in  our 
hands  a  preponderating  influence  in  negociating  with  foreign 
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states  commercial  treaties  on  the  principles  of  reciprocity  and 
free  trade.  Were  we  to  say  to  France, — "  lower  your  import 
duties  upon  British  [goods,  and  the  British  ports  throughout 
the  world  shall  be  opened  to  the  productions  of  France,  upon 
terms  equally  favourable : — retain  your  restrictions  and  pro- 
hibitions against  the  trade  of  England,  and  the  wines  and 
brandies,  and  fancy  goods  of  France  shall  be  met  with  reta- 
liatory and  equivalent  duties  in  British  North  America,  in  the 
British  West  Indies,  in  Southern  Africa,  in  the  continent  of 
New  Holland,  and  in  the  Peninsula  of  Hindostan:" — were  Eng- 
land to  hold  this  language  to  France,  and  were  the  retaliatory 
system  it  proclaims  promptly  adopted  and  rigidly  enforced, 
the  French  producers  [would  speedily  be  taught,  by  practical 
demonstration,  that  the  prohibitory  duties  established  for  the 
protection  of  her  domestic  industry,  could  have  no  other  effect 
than  that  of  preventing  them  from  availing  themselves,  through 
international  divisions  of  employment,  of  the  peculiar  advan- 
tages of  soil  and  climate  which  nature  has  lavished  upon  France. 

It  is  by  the  enforcement  of  retaliatory  duties  throughout 
the  ports  of  the  British  empire  that  free  trade  is  to  be  con- 
quered. It  cannot  be  too  often  repeated,  that  free  trade  con- 
sists in  freedom  from  restriction  on  both  sides ;  nor  can  it  be 
too  frequently  enforced,  that  the  abolition  of  restriction  on  one 
side,  while  retained  on  the  other,  renders  the  country  by  which 
import  duties  are  abandoned  tributary  to  the  country  by 
which  they  are  retained.  The  great  importance  of  the  subject 
may  demand  one  other  illustration. 

Let  us  assume  that  the  imperial  legislature  imposes  a  duty 
of  50  per  cent,  upon  all  goods  imported  into  Great  Britain 
from  Ireland ;  while  all  British  goods  are  imported  into  Ire- 
land duty  free.  According  to  this  supposition,  Ireland  would 
be  in  a  similar  situation  in  relation  to  England,  to  that  in 
which  the  advocates  of  one-sided  freedom  of  trade  would 
place  England  in  relation  to  foreign  countries.  But  would 
not  this  one-sided  freedom  of  trade  render  the  industry  of 
Ireland  tributary  to  England  ?     Let  us  see. 
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The  imposition  of  the  duty  of  50  per  cent,  upon  the  goods 
imported  into  England  from  Ireland,  would  not  increase  the 
price  of  the  goods  imported  into  Ireland  from  England.  The 
opulent  classes  in  Ireland  would  continue  to  consume  British 
goods,  and  the  importers  of  these  goods  would  continue  to  pay 
for  them  by  exporting  to  England  the  agricultural  produce  of 
Ireland.  Here,  then,  the  important  question  arises, — how 
could  the  produce  of  Ireland  be  sold  in  the  British  markets 
while  charged  with  an  import  duty  of  50  per  cent.  ?  The 
only  answer  which  can  be  given  to  this  question  is,  that  the 
Irish  producer  must  submit  to  a  reduction  of  price.  It  is  ob- 
vious, that  until  a  reduction  of  price  equivalent  to  the  import 
duty  should  have  been  effected,  Irish  produce  could  not  be  sold 
in  the  British  markets ;  and  that,  therefore,  the  imports  into 
Ireland  from  England  must  be  paid  for  in  cash.  But  pay- 
ments in  cash  would,  in  a  short  period,  so  contract  the  circula- 
tion as  to  effect  such  a  fall  in  the  price  of  Irish  produce  as 
would  allow  of  its  being  sold  in  British  markets.  When  such 
a  fall  of  price  should  be  thus  effected,  Ireland  might  export  the 
same  quantiti/  of  produce  to  England  as  before ;  but  the 
quantities  of  British  goods  and  of  colonial  and  foreign  products 
received  in  return,  would  be  diminished.  The  produce  of  any 
given  quantity  of  Irish  labour  v/ould  exchange  for  the  produce 
of  a  less  quantity  of  British  or  foreign  labour  than  before.  In 
Ireland,  money  rents,  money  wages,  and  the  money  prices  of 
all  domestic  products,  would  suffer  a  corresponding  decline ; 
while  the  pressure  of  all  debts,  taxes,  and  money  charges,  would 
acquire  an  equivalent  increase. 

Such  are  the  necessary  results  of  one-sided  freedom  of  trade. 
No  inconsiderable  portion  of  the  commercial  distress,  of  the 
fall  in  prices,  in  profits,  and  in  wages,  which  has  occurred  in 
this  country  since  the  conclusion  of  the  peace  with  France, 
may  be  traced  to  the  errors  of  successive  administrations  in 
abandoning  the  principle  of  reciprocity,  and  lowering  the  im- 
port duties  upon  foreign  goods,  without  waiting  to  stipulate 
for  a  corresponding  relaxation  in  favour  of  British  industry. 
This  is  at  one  and  the  same  time  melancholy  and  consolatory. 
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For  though  it  must  be  melancholy  to  rejBect  upon  the  evil 
resulting  from  erroneous  legislation,  it  is  yet  consolatory  to 
ascertain,  that  the  national  distress  has  been  the  effect  of 
causes  which  improving  knovs^ledge  may  remove. 

Upon  a  careful  examination  of  the  advantages,  natural  and 
acquired,  of  which  England  is  possessed,  it  will  become 
apparent,  that  in  no  department  of  her  industry  could  per- 
manent distress  have  existed,  except  as  a  consequence  of 
erroneous  legislation.  These  advantages  are  so  extraor- 
dinary, and  are  calculated  to  place  the  country  so  far  above 
the  reach  of  foreign  rivalry  and  competition,  that  had  it  not 
been  for  the  counteraction  of  a  commercial  code,  founded  upon 
principles  the  most  irrational  and  unjust,  there  would  have 
been  "  no  complaining  in  our  streets;"  and  the  reward  of 
industry  would  have  been  so  ample,  that  capitalist  and 
operative  would  have  enjoyed  a  degree  of  opulence  and 
comfort,  unexampled  in  the  history  of  the  world.  Let  us 
briefly  enumerate  the  advantages  which,  when  a  rational  plan 
of  commercial  reform  shall  have  been  adopted,  may  be  ex- 
pected to  confer  upon  the  industry  of  England  an  expanding 
prosperity,  to  which,  for  ages  yet  to  come,  no  limit  or  termi- 
nation can  be  assigned. 

The  first  and  the  most  important  advantage,  which  England 
possesses  over  other  countries,  consists  in  her  coal  mines.  In 
endeavouring  to  convey  a  just  conception  of  this  main  source 
of  productive  power,  I  cannot  do  better  than  quote  from  a 
work  of  great  research  and  usefulness,  recently  published  by 
Mr.  M'^Culloch  : — "  In  respect  to  the  natural  supply  of  coal, 
Britain,  among  the  nations,  is  most  singularly  favoured. 
Much  of  the  surface  of  the  country  conceals  under  it  con- 
tinuous and  thick  beds  of  that  valuable  mineral — vastly  more 
precious  to  the  country,  than  would  have  been  mines  of  the 
precious  metals,  like  those  of  Peru  and  Mexico  ;  for  coal, 
since  applied  to  the  steam-engine,  is  really  hoarded  power, 
applicable  to  almost  any  purpose  which  human  labour, 
directed  by  ingenuity,  can  accomplish.     It  is  the  possession 
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of  her  coal  mines  which  has  rendered  Britain,  in  relation  to 
the  whole  world,  what  a  city  is  to  the  rural  district  which 
surrounds  it — the  producer  and  dispenser  of  the  rich  products 
of  art  and  industry.'* — Dictionary  of  Commerce  and  Com- 
mercial Navigation^  p.  268. 

Among  the  great  natural  advantages  enjoyed  by  England, 
hew  iron  mines  must  be  considered  as  next  in  importance  to 
her  coal  mines.  Iron  is  a  main  sinew  of  productive  power. 
Other  things  being  the  same,  the  country  which  possesses  the 
best  and  cheapest  supply  of  iron,  and,  by  consequence,  the 
cheapest  and  best  supply  of  the  tools  and  engines,  of  which 
iron  is  the  principal  material,  must  surpass  all  other  countries 
in  the  efficacy  of  her  industry.  Though  England  had 
possessed  no  other  advantage,  natural  or  acquired,  save  that 
of  a  superiority  with  respect  to  the  supply  of  iron,  yet,  this 
alone  would  have  been  sufficient  to  render  her  the  manu- 
facturing metropolis  of  the  world.  The  authority  of  Locke 
bears  me  out  in  forming  this  high  estimate  of  the  utility  of 
iron,  as  an  instrument  of  national  prosperity.  That  profound 
thinker,  and  accurate  observer,  expresses  himself  thus  : — 
"  To  any  one  who  will  seriously  reflect  upon  it,  I  suppose  it 
will  appear  past  doubt,  that,  were  the  use  of  iron  lost  among 
us,  we  should,  in  a  few  ages,  be  unavoidably  reduced  to  the 
wants  and  ignorance  of  the  ancient  savage  Americans,  whose 
natural  endowments  and  provisions  come  no  way  short  of 
those  of  the  most  flourishing  and  polite  nations ;  so  that  he 
who  first  made  use  of  that  one  contemptible  mineral,  may  be 
truly  styled — the  father  of  arts^  and  the  author  of  plenty." — 
Essay  on  the  understanding ^  Book  IV.  c.  12,  M'^Culloch's 
Dictionary  of  Comm,erce. 

England  possesses  a  third  natural  advantage,  which  greatly 
enhances  the  value  of  the  former  two.  This  third  advantage 
is,  the  jua)ta-position  of  her  coal  and  iron  mines.  Though  iron 
be  the  most  common  of  all  the  metals,  yet  it  requires,  before 
it  can  be  obtained  in  a  state  fit  for  use,  the  most  difficult 
process.     The  ore  is  but  a  valueless  stone  when  not  found  in 
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the  neighbourhood  of  forests,  or  of  coal  mines,  from  which 
fuel  may  be  cheaply  obtained.  But  iron  mines  in  the  neigh- 
bourhood of  coal,  are  beyond  comparison  more  valuable  than 
those  in  the  neighbourhood  of  wood.  It  has  been  ascertained 
by  experiment,  that  the  combustion  of  a  given  weight  of  coal 
produces  an  effect  nearly  twice  as  great  as  the  combustion  of 
the  same  weight  of  wood.  When  the  iron  obtained  from  the 
mines  of  the  Forest  of  Dean,  in  Gloucestershire,  was  smelted 
with  wood  fuel,  the  consumption  of  timber  was  so  great,  that 
an  Act  of  Parliament  was  passed,  in  the  year  1581,  pro- 
hibiting the  working  of  the  mines.  Soon  after  this  the 
process  of  smelting  iron  ore  with  pit-coal  was  discovered  by 
Lord  Dudley,  who,  in  1619,  obtained  a  patent  for  an  in- 
vention, ruinous  to  its  author,  but,  to  England,  valuable 
beyond  calculation*. 

England  possesses  another  important  natural  advantage  in 
her  geographical  position — an  island  indented  with  ports  and 
navigable  rivers,  so  situated  as  to  become,  almost  of  necessity, 
the  entrepot  of  the  vast  and  increasing  commerce  between  the 
north-east  of  Europe  and  the  rest  of  the  world.  A  reference 
to  the  causes  which,  in  former  times,  created  the  vast  com- 
mercial property  of  the  Hanseatic  towns,  and  of  the  Italian 
Republics,  will  enable  us  to  estimate  more  accurately  the 
advantages  which  belong  to  England  from  her  geographical 
position. 

During  the  feudal  anarchy  of  the  middle  ages,  when  every 
baron  considered  himself  as  a  sort  of  independent  prince, 
entitled  to  make  war  upon  others,  plunder  and  piracy 
universally  prevailed,  and,  in  consequence  of  the  want  of 
security,  industry  and  commerce  had  little  or  no  existence. 
To  remedy  these  evils  the  Hanseatic  League  was  formed. 
The  principal  cities  of  Germany,  Prussia,  and  the  countries 
which  stretch  along  the  southern  shores  of  the  Baltic,  from 
Holstein  to  Russia,  entered  into  a  confederation  for  their 
mutual  protection,  and  for  the  security  of  trade  and  navigation. 
•  M*^Culloch's  Dictionary  of  Commerce.        , 
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ThiB  security  thus  acquired  rendered  them  the  entrepots  of 
commerce,  and  the  cities  of  the  Hanseatic  League  became 
the  centre  to  which  the  wealth  of  the  north  of  Europe  was 
attracted.  This  commercial  league  embraced  every  con- 
siderable city  in  all  those  vast  regions  between  Livonia  and 
Holland,  and  was  a  match  for  the  most  powerful  of  the 
continental  monarchies. 

In  the  infancy  of  navigation,  and  before  the  discovery  of 
the  passage  by  the  Cape  of  Good  Hope,  the  trade  between 
Europe  and  the  East  was  carried  on  through  the  Mediter- 
ranean ;  and  the  Italian  republics  became  the  entrepots.  Of 
these,  Venice  was  the  chief.  With  the  single  exception  of  Rome, 
Venice,  in  the  fifteenth  century,  was  by  far  the  richest  and 
most  magnificent  of  the  European  cities ;  and  her  maritime 
commerce  was  not  inferior  to  that  of  all  the  rest  of  Europe. 
At  this  period  the  marine  of  Venice  consisted  of  3,300  ships 
and  galleys,  bearing  26,000  men;  and  this  commercial 
republic,  standing  on  a  few  barren  rocks  in  the  Adriatic,  was 
justly  regarded  as  the  chief  bulwark  of  Christendom,  then 
threatened  with  subjugation  by  the  Turks. 

Such  were  the  astonishing  benefits,  with  respect  to  wealth 
and  prosperity,  which  the  Hanseatic  and  Italian  cities  derived 
from  those  advantages  in  relative  position,  which  rendered 
them  the  entrepots  of  foreign  trade.  How  incalculable,  then, 
might  be  the  benefits  accruing  to  England  from  an  analogous, 
but  far  more  efl&cacious  cause.  The  advantages  of  relative 
position  which  rendered  the  Hanseatic  towns  and  Italian 
cities  the  entrepots  of  commerce,  were,  in  their  very  nature, 
accidental  and  transitory.  When  feudal  anarchy  subsided, 
the  Hanseatic  League  afibrded  no  superior  security  to  in- 
dustrious enterprise ;  and  when  the  passage  by  the  Cape  of 
Good  Hope  was  discovered,  the  Mediterranean  ceased  to  be 
the  channel  of  the  commerce  of  the  East.  The  advantages 
which  accident  gave  to  Italy  and  to  the  League,  nature  has 
conferred  on  England.  The  superiority  of  her  geographical 
position  must  be  as  lasting  as  the  world ;  and  must  become 
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more  conspicuous  in  proportion  as  the  world  shall  improve. 
As  the  ports  of  the  Baltic  are  closed  for  a  considerable  portion 
of  the  year,  their  merchandise  is  naturally  consigned  to 
England,  there  to  await  the  demands  which  may  spring  up 
between  the  end  of  one  season  and  the  opening  of  another ; 
while  the  producers,  in  distant  regions,  who  supply  the 
Baltic  markets,  as  naturally  consign  to  English  merchants, 
who  are  in  a  more  favourable  position  for  taking  advantage 
of  the  first  breaking  up  of  the  northern  winter.  The  more 
extensive  the  commerce  of  the  north  of  Europe  with  the 
other  regions  of  the  earth,  the  greater  will  be  the  advantage 
accruing  to  England  from  her  geographical  position.  The 
Hanseatic  towns,  and  the  Italian  cities,  were  made  the 
entrepots  of  foreign  trade  by  an  accidental  superiority;  and 
when,  in  the  progress  of  society,  this  passed  away, 

"  Then,  more  unsteady  than  the  southern  gale, 
Commerce  on  other  shores  display'd  her  sail." 

But  England  has  now  become  the  entrepot  from  causes  as 
enduring  as  the  foundations  of  the  earth,  and  which,  as  the 
world  continues  to  advance,  must  more  and  more  conduce  to 
render  her  its  commercial  metropolis. 

England  possesses  another  important  advantage,  which, 
though  not  ever-during,  like  that  just  described,  yet  must 
belong  to  her  for  a  period,  the  term  of  which  we  are 
incompetent  to  calculate.  Many  of  the  great  commercial 
countries  of  the  world,  so  far  from  having  attained,  have  not 
even  approached  the  limits  of  their  agricultural  resources ;  and 
are  in  that  state  of  improvement  in  which  prosperity  is  most 
rapidly  advanced,  by  the  commerce  which  exchanges  raw 
materials  for  manufactured  goods.  This  is  the  commerce 
which  England  wants.  It  was  the  intention  of  nature  that 
she  should  be  the  workshop  of  the  world  ;  but  this  intention 
cannot  be  fulfilled,  unless  her  operatives  can  freely  obtain,  in 
exchange  for  their  fabrics,  the  replacement  of  the  elements  of 
capital  which  they  expend  in  producing  them.  This,  then,  is  the 
one  thing  needful.     This  is  that,  without  which  every  other 
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advantage  would  avail  us  nothing.  If  the  price  of  finished  goods 
is  not  equal  to  the  price  of  the  elements  of  capital  consumed  in 
preparing  them,  manufactures  must  cease ;  and  in  proportion 
as  the  price  of  the  finished  fabric  exceeds  the  price  of  its  pro- 
ducing elements,  in  that  proportion  must  manufactures  flourish. 
Now  the  greater  part  of  the  world  has  arrived  at  that  precise 
state  of  improvement  which,  were  her  commercial  policy- 
founded  upon  correct  principles,  would  enable  England  to 
obtain,  in  exchange  for  manufactured  goods,  unlimited  supplies 
of  raw  materials  at  constantly  decreasing  prices.  Let  us 
glance  round  the  world,  and  see  how  these  supplies  might  come. 

From  the  shores  of  the  Baltic  and  of  the  Black  Sea, — from 
the  East  of  Europe  and  the  West  of  Asia, — from  Africa, — 
from  the  two  continents  of  America, — and  from  the  continental 
island  of  New  Holland, — from  all  these  regions  of  magnificent 
extent,  the  operatives  of  England  may,  for  centuries  to  come, 
receive  unlimited  quantities  of  raw  materials  in  exchange  for 
finished  fabrics.  For  a  period  which  we  cannot  calculate, 
increasing  supplies  of  the  elements  of  reproduction  may  be 
obtained  at  decreasing  cost.  The  improvements  in  navigation, 
and  in  internal  communication,  which  have  recently  taken 
place,  and  which  are  still  in  progress,  must  every  where  dimi- 
nish the  expense  of  carriage.  When  our  commercial  code  shall 
be  reformed — when  every  species  of  impost  on  the  instruments 
of  reproduction  shall  be  abolished — when  import  duties  are 
lowered  in  favour  of  countries  receiving  British  goods  on  terms 
equally  favourable ;  and  when  hostile  tariff's  shall  be  broken 
down  by  the  enforcement  of  retaliatory  duties  throughout  all 
the  ports  of  the  British  empire  ;  when  these  reforms  shall  have 
been  effected,  boundless  prosperity  will  descend  on  England ; 
and  the  mighty  workshop,  in  exchange  for  its  finished  fabrics, 
will  receive  unfailing  supplies  of  agricultural  produce  from  all 
the  coasts  and  lakes,  and  navigable  streams  of,  as  yet,  a  more 
than  half  uncultivated  world. 

I  have  the  honour  to  be.  Sir, 

Your  most  obedient  and  humble  servant, 
A  MEMBER  op  the  POLITICAL  ECONOMY  CLUB. 

October  21lh,  1841. 


TO 

THE  EDITOR  OF  THE  EXAMINER. 


Sir, 

Accept  my  thanks  for  the  manner  in  which  you 
noticed  The  Budget  in  The  Examiner  of  the  2nd  inst.  Your 
misrepresentations,  your  spiteful  denunciations,  and  your  insi- 
nuated calumny,  I  receive  as  your  acknowledgments  that  you 
found  my  aroruments  unanswerable.  Your  statements  are 
true  when  inverted.  You  are  an  accurate  recorder  of  facts 
by  their  contraries.     The  following  are  examples : — 

You  assert  that  I  have  "  ventured  upon  the  expedient  of 
calling  myself  a  Member  of  the  Political  Economy  Club;" 
that  "  a  proceeding  like  this  is  wholly  unjustifiable ;"  that 
"  the  disguise  is  too  transparent  to  deceive  any  body  who  has 
enjoyed  the  advantage  of  attending  the  discussions  carried  on 
at  the  Economy  Club ;"  and  that  "  the  fraud  is  glaring." — The 
Political  Economy  Club  was  founded  by  Mr.  Ricardo,  Mr.  Mill, 
Mr.  Holland,  Mr.  Tooke,  and— myself. 

You  affirm,  that  I  am  "  some  partisan  of  the  cause  of  mo- 
nopoly."— In  the  letter  which  I  addressed  to  Lord  John  Rus- 
sell in  the  first  No.  of  The  Budget,  I  objected  to  the  alteration 
in  the  Com  Laws  proposed  by  the  Whig  government,  because 
that  measure  would  have  been,  not  a  step  in  advance  towards 
free  trade,  but  a  retrograde  movement  towards  the  exploded 
doctrine  of  restriction  and  monopoly. 

You  say,  "  If  we  may  judge  from  his  ignorance  of  the  science 
of  Political  Economy,  as  displayed  in  the  present  publication,  the 
writer  is  little  likely  to  obtain  admission  as  a  member  into  the 
respectable  society  whose  name  he  has  so  unscrupulously  bor- 
rowed."— I  have,  upon  several  occasions,  brought  the  principles 
now  published  in  The  Budget  under  the  consideration  of  the 
Political  Economy  Club.  The  leading  doctrine  expounded  in 
The  Biidget,  namely,  that  relating  to  the  laws  which  regulate 
the  different  proportions  in  which  the  precious  metals  are  dis- 
tributed throughout  the  commercial  countries  of  the  world,  has 
been  discussed  at  our  meetings  by  the  most  profound  and 
accurate  thinkers  in  the  club. 

You  say,  "  We  have  referred  to  the  official  tables,  and  find, 
that  in  the  three  years  from  1821  to  1823,  both  inclusive, 
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during  whicli  the  author  of  The  Budget  affirms  that  the  average 
price  of  wheat  never  exceeded  60s.,  there  were  twelve  weeks 
in  which  the  price  did  exceed  that  rate ;"  and  after  a  detailed 
reference  to  weekly  averages,  you  subsequently  say,  "  we 
have  thus  shown  that  the  author  of  The  Budget  is  wrong  in 
his  facts,  and  dishonest  in  his  inferences." — It  is  the  Editor  of 
T?i6  Examiner  who  is  wrong  in  his  facts,  and  dishonest  in  his 
inferences.  In  The  Btidget^  No.  I.,  I  was  stating  and  ar- 
guing from  yearly  averages.  These  yearly  averages,  and, 
indeed,  all  my  figures  relative  to  the  price  of  com,  I  borrowed 
from  the  tables  supplied  in  Mr.  IVPCulloch's  Pamphlet,  duly 
acknowledging  the  source  from  which  they  were  derived,  and 
my  obligations  to  their  distinguished  author.  The  Editor  of 
The  Examiner^  in  his  candour  and  exuberant  honesty,  sup- 
presses the  fact,  of  which  it  was  impossible  for  him  to  be  igno- 
rant, that  I  was  reasoning  from  the  yearly  averages  given  in 
Mr.  Mcculloch's  tables ;  substitutes  weekly  averages  for  yearly 
averages;  and  after  making  the  profound  discovery  that  tho 
average  price  for  the  highest  weeks  of  any  one  of  the  years 
referred  to,  exceeded  the  average  price  for  the  whole  of  such 
year,  turns  round,  and  fathers  upon  me  his  own  dishonesty. 

You  affirm,  that  the  whole  of  the  Second  No.  of  The  Budget 
"  is  a  tissue  of  absurdities,  the  only  apparent  object  for  writing 
which  is,  the  opportunity  it  affords  of  offering  a  gratuitous 
insult  to  Lord  John  Russell." — In  The  Budget^  No.  II.,  I 
proved  that  Lord  John  Russell  is  unacquainted  with  those 
cardinal  principles  of  political  economy  upon  which  commercia*  ' 
legislation  should  proceed  :  I  demolished  his  budget ;  I  laughed 
at  his  performances  before  the  city  audience ;  and  I  borrowed 
from  the  most  accomplished  wit  of  the  day,  a  jest  which  is 
currently  repeated  in  society  by  Lord  John  Russell's  own 
friends ;  but,  whether  arguing,  or  jesting,  I  employed  no  word, 
which,  had  it  been  addressed  to  his  Lordship  from  an  opposite 
bench  in  the  House  of  Commons,  would  have  called  forth  from 
the  Speaker's  chair  one  admonitory  "  Order." 

Having  thus  exhibited  the  results  of  your  skilled  labour  in 
the  fabrication  of  fictions,  I  proceed  to  notice  your  unproduc- 
tive  toil  in  the  construction   of  arguments.       In  the  fi 


77 


number  of  The  Budget^  I  stated,  as  an  objection  to  the  fixed 
duty  of  8*.,  that  when  the  supply  of  foreign  wheat  required 
to  meet  the  deficiency  of  an  unfavourable  year  cannot  be 
obtained  at  a  less  price  than  73*.,  the  payment  of  an  85. 
duty,  instead  of  the  1*.  duty  payable  under  the  existing  law, 
would  have  the  effect  of  making  dear  bread  dearer.  To 
this  self-evident  proposition,  you  oppose  the  following 
argument : — "  In  the  month  of  April  there  were  imported 
more  than  200,000  quarters  of  foreign  wheat,  at  an  average 
duty  of  225.  per  quarter.  No  political  economist  will  venture 
to  tell  us,  that,  by  throwing  an  additional  quantity  upon  the 
market,  the  price  can  have  been  raised.  On  the  contrary,  every- 
body must  see  that  the  effect  must  be  to  lower  the  price  ;  and 
it  is  certain,  that  a  larger  quantitt^  would  have  been  brought 
forward^  had  the  duty  teen  8*.,  than  was  brought  in  at  22s.;  it 
is  incontrovertible  that  such  lower  duty  would  have  limited,  or 
j)revented,  the  subsequent  enhancement  of  prices.  If  the  markets 
of  the  continent  were  in  such  a  state,  as  to  furnish  200,000 
quarters  of  wheat  at  a  duty  of  22^.,  most  certainly  they  would 
have  furnished  a  larger  quantity  at  85^." 

You  argue  as  Balaam  cursed.  What  you  came  to  oppose 
you  confirm.  Your  propositions  are,  in  reality,  identical 
with  mine.  "  It  is  certain  that  a  larger  quantity  would 
be  brought  forward  at  a  duty  of  1*.,  than  would  be  brought  in 
at  8*. ;  and  it  is  incontrovertible  tJiat  such  lower  duty  would 
limit  or  prevent  a  subsequent  enhancement  of  prices.  When 
the  markets  of  the  continent  are  in  such  a  state,  as  to  furnish 
any  given  quantity  of  wheat  at  a  duty  of  8*.,  most  certainly 
they  would  furnish  a  larger  quantity  at  Is."  Pray  accept  my 
thanks  for  thus  confirming  my  views,  and  assisting  in  the 
demolition  of  the  Whig  Budget. 

I  had  urged  as  objection  to  the  fixed  duty  of  8*.,  that  it 
would  have  the  effect  of  preventing  the  occasional  cheapness 
resulting  from  speculative  imports,  and  of  increasing  the 
protection  which  the  agriculturist  enjoys  under  the  existing 
law.  Balaam  again,  you  confirm  where  you  came  to  refute. 
You  tell  us,  "  the  average  price  regulating  the  duty  was 
raised  to  73s.,  and  the  object  of  the  importers  was  attained ; 
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these  prices  having  receded  nearly  12s.  per  quarter,  and 
fall  still  rapidly  continuing,  a  large  quantity  of  foreign  wheat 
wa>s  suddenly  thrown  upon  the  market^  to  aggravate  the  evil  for 
our  poorer  class  of  farmers,  who  cannot  afford  to  keep  hack  their 
produce  from  market  until  the  effect  of  this  large  supply  shall 
have  passed  away. 

Having  exhibited  these  choice  specimens  of  logic,  you 
proceed  to  say,  "  what  has  been  already  written,  sufficiently 
proves  the  ignorance  of  the  author  of  The  Budget  in  all  that 
relates  to  the  commonest  principles  of  tlie  science  of  Political 
Economy."  Now,  though  I  have  been  a  pretty  constant 
attender  at  the  Political  Economy  Club,  I  cannot  remember 
the  occasion  upon  which  you  received  an  invitation  to  be 
present  at  its  discussions ;  and  you  must  therefore  permit  me 
to  be  a  little  sceptical  regarding  your  qualifications  for  the 
chair  of  economical  criticism.  I  should  have  been  mortified, 
had  a  person  capable  of  comprehending  Ricardo's  disquisition 
upon  foreign  trade,  styled  my  Second  Letter  to  Lord  John 
Russell,  "  a  tissue  of  absurdities."  From  you,  that  censure 
is  as  idle  air.  The  principles  of  commercial  policy  which 
are  now  advocated  in  The  Budget,  were  formerly  pro- 
pounded in  Parliament,  and  the  opinion  expressed  by  Mr. 
Huskisson  respecting  them,  did  not  exactly  coincide  with 
that  of  the  Editor  of  The  Examiner. — Suggesting  the  expe- 
diency of  your  forwarding  The  Examiner  of  the  2nd  instant 
for  the  conversion  of  the  celebrated  French  Economist, 
the  Baron  Charles  Dupin,  who  recently  read  before  the 
Academy  of  Science,  a  paper,  demonstrating  that  the  Whig 
scheme  of  a  fixed  duty  of  85.  would  have  aggravated  the 
distress  of  the  people,  by  making  "  dear  years  dearer." 

I  am.  Sir, 

Your  obedient  servant, 
A  MEMBER  of  the  POLITICAL  ECONOMY  CLUB 

London,  Oct.  27,  1841. 


N.B. — The  Budget,  No.  IV.,  will  contain  a  Letter  to 
Sir  Robert  Peel  upon  the  Corn  Laws. 
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LETTER     IV. 

TO  THE 

RIGHT  HON.  LORD  STANLEY. 

ON 

COLONISATION, 

CONSIDERED  AS   A  MEANS  OF  REMOVING  THE   CAUSES 
OF  NATIONAL   DISTRESS. 


My  Lord, 

An  expectation  has  gone  abroad  that  it  is  the  intention 
of  Her  Majesty's  Government  to  bring  forward  an  extensive 
plan  of  emigration,  as  a  means  of  removing  the  causes 
of  national  distress.  Having,  after  long  reflection  upon 
this  important  subject,  arrived  at  the  conclusion  that  the 
adoption  of  such  a  measure  would  confer  incalculable  bene- 
fits upon  England,  upon  the  colonies,  and  upon  the  world, 
I  would  request  permission  to  submit  for  your  Lordship's 
consideration  the  grounds  of  my  convictions.  I  will,  in 
the  first  instance,  proceed  to  examine  an  objection  to  ex- 
tended colonisation,  which  has  been  reiterated  by  those  who 
contend  that  a  free  trade  in  corn  is  the  true  and  the  only 
specific  which  ought,  at  this  time,  to  be  administered  to  the 
nation. 

These  opponents  of  systematic  colonisation  contend, 
that  the  distress  of  the  country  should  be  relieved,  not  by 
planting  the  unemployed  labourers  upon  the  fertile  lands 
of  the  colonies,  and  thus  enabling  them  to  raise  abundant 
supplies  of  food  for  themselves,  but  by  opening  the  ports  to 
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foreign  corn,  and  thus  enabling  them  to  obtain  an  abundant  , 
supply  of  food  at  home,  in  exchange  for  the  products  of 
their  labour.  In  this  objection,  two  very  important  condi- 
tions are  taken  for  granted.  It  is  assumed,  that,  in  the 
existing  state  of  foreign  agriculture,  England  could  obtain 
large  supplies  of  foreign  corn  at  lower  prices  than  those  at 
which  it  can,  in  ordinary  years,  be  produced  at  home ;  and 
it  is  further  assumed,  that,  if  England  were  to  abolish  restric- 
tions on  the  importation  of  foreign  corn,  foreign  countries 
would  relax  their  hostile  tariffs,  and  receive  increased  sup- 
plies of  manufactured  goods  in  exchange  for  corn.  These 
are  large  assumptions.  But  I  will  not  trouble  the  oppo- 
nents of  extended  colonisation  to  bring  forward  any  proof 
in  support  of  their  hitherto  gratuitous  assertions.  I  will 
give  them  all  they  ask — I  will  admit,  for  the  sake  of  argu- 
ment, that  unlimited  supplies  of  foreign  corn  can  be  imported 
at  moderate  prices ;  and  I  will  grant  that  the  repeal  of  our 
corn  laws  would  move  foreign  states  to  the  relinquishment 
of  their  stringent  tariffs,  and  so  extend  the  demand  for  Bri- 
tish fabrics,  as  to  give  full  employment,  at  ample  wages,  to 
our  manufacturing  population.  Under  the  happy  change, 
the  existence  of  which  is  thus  assumed,  could  it  be  necessary 
to  resort  to  emigration  as  a  means  of  mitigating  the  national 
distress  ?    Let  us  see.  li 

There  is  in  England  an  agricultural,  as  well  as  a  manu- 
facturing population.  In  ordinary  years,  the  agriculture 
of  the  United  Kingdom  yields  a  supply  of  corn  all  but 
sufficient  for  home  consumption.  Import,  in  ordinary 
years,  a  large  quantity  of  foreign  corn,  and  the  immediate 
consequence  will  be,  that  a  large  quantity  of  British  corn 
must  cease  to  be  produced.  This  change  might  not  reduce 
the  rental  of  the  kingdom.  Master  manufacturers,  in  their 
increased  prosperity,  might  have  an  increased  demand  for 
villas,  for  horses,  and  for  ornamental  domains ;  operatives, 
in  full  employment   at  ample  wages,  might  consume  in- 
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creased  quantities  of  animal  food  ;  and  the  increasing  value 
of  those  products  of  the  soil  which,  from  their  bulks  and 
perishable  nature,  could  not  be  imported,  might  possibly 
increase  the  revenues  of  the  proprietors  of  land.  But 
when  the  corn  fields  of  England  should  have  been  con- 
verted into  parks  and  meadows,  what  would  become  of  the 
peasant,  by  whose  sturdy  hand  the  corn  fields  had  been 
tilled  ?    Where  would  be 

"  The  bending  swain  who  dressed  the  flowery  vale  ?" 

I  give  to  the  opponents  of  extended  colonisation  all  that  they 
can  ask  ;  T  assume  their  assumptions ;  and,  meeting  them 
on  their  own  ground,  I  challenge  them  to  disprove  the 
position,  that  a  free  trade  in  corn,  while  leading  to  their  own 
predicted  results,  as  respects  manufactures  and  trade,  in- 
stead of  superseding  the  necessity  of  emigration,  would 
render  it  imperative  upon  the  legislature  to  resort  to  emi- 
gration on  a  gigantic  scale,  in  order  to  preserve  masses  of 
the  rural  population  of  the  United  Kingdom  from  perishing 
from  the  face  of  the  earth. 

I  proceed  to  the  consideration  of  another  objection. 
It  is  a  tenet  held  by  a  recent  school  of  political  economists, 
that  colonisation,  instead  of  being  a  source  of  opulence 
and  power,  tends  to  exhaust  the  resources  of  the  parent  state. 
This  doctrine,  though  founded  on  an  imperfect  knowledge 
of  the  causes  of  national  wealth,  is  yet  entitled  to  respectful 
consideration,  on  account  of  the  ability  of  those  by  whom 
it  is  maintained.  The  economical  objection  against  ex- 
tended colonisation  may  be  thus  stated  : — 

The  power  and  the  wealth  of  every  country  is  in  propor- 
tion to  the  number  of  its  people,  and  to  the  amoimt  of  the 
capital  which  affords  them  employment.  When  labour  and 
capital  are  abstracted,  for  the  purpose  of  establishing  a  new 
colony,  the  aggregate  power  and  wealth  of  the  mother  coun- 
try must  be  diminished,  in  the  same  degree  in  which  the 
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prosperity  of  the  new  settlement  is  advanced  ;  while  th( 
condition  of  the  reduced  population  remaining  in  the  mother 
country,  instead  of  being  improved,  may  be  impaired.  The 
w^ell-being  of  the  people,  the  amount  of  real  wages  which 
they  can  earn,  depends  upon  the  proportion  between  labour 
and  capital.  If,  in  the  establishment  of  new  colonies,  we 
subtract  labour  and  capital  in  equal  proportions,  the 
labourers  who  remain  in  the  mother  country  will  receive 
exactly  the  same  wages  as  before.  And  if,  as  is  most  pro- 
bable, the  firs^  establishment  of  a  new  colony  should  cause 
capital  to  be  withdrawn,  in  a  greater  proportion  than  labour, 
then,  in  the  mother  country,  wages  would  not  even  remain 
stationary,  but  would  be  actually  reduced.  Colonisation, 
while  it  must,  as  a  strictly  necessary  consequence,  diminish 
the  aggregate  power  and  wealth  of  the  parent  state,  may,  as 
a  highly  probable  consequence,  reduce  the  demand  for 
labour  in  a  greater  proportion  than  it  reduces  the  supply, 
and  thus  deteriorate,  rather  than  improve,  the  condition  of 
the  industrious  classes  remaining  in  the  mother  country. 

Those  who  urge  this  objection  should  carefully  inquire, 
whether  it  be  a  legitimate  deduction  from  experience.  In 
the  progress  of  colonisation,  labour  and  capital,  to  an  im- 
mense extent,  have  been  transferred  from  England  to 
North  America,  Have  the  consequences  been  a  propor- 
tionate decline  in  the  power  and  wealth  of  England,  and  a 
diminution  in  the  demand  for  labour,  equal  to,  or  exceeding, 
the  diminution  in  the  supply  ?  The  slightest  observation 
is  sufficient  to  convince  us,  that  the  consequences  have  been 
directly  the  reverse.  The  power  and  the  wealth  of  Eng- 
land have  increased,  with  the  increasing  prosperity  of  her 
colonies ;  and  the  British  capital,  planted  in  America,  has 
occasioned  not  a  diminished,  but  a  vastly  augmented  de- 
mand for  labour  in  the  mother  country.  What  would  be 
the  effect  of  recalling  the  United  States,  and  of  replanting 
their  labour  and  their  capital  in  England  ?     The  loss  of  the 
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American  market  for  British  goods,  and  the  destruction  of 
the  American  supply  of  cotton  wool,  and  other  raw  mate- 
rials. Thus  employment  would  be  diminished,  while  addi- 
tional multitudes  sought  to  be  employed.  Millions  would 
be  starved  to  death,  capital  would  perish,  or  be  transferred 
to  other  countries ;  and  the  power  and  the  wealth  of  Eng- 
land, might  be  contracted  to  the  narrow  limits  within  which 
they  were  confined,  before  the  discovery  and  colonisation  of 
America  opened  an  expanding  field  to  her  industry. 

The  objection,  that  the  abstraction  of  labour  and  capital, 
in  establishing  new  colonies,  checks  prosperity,  and  dimi- 
nishes employment  in  the  mother  country,  is  not  a  deduction 
derived  from  experience,  but  an  inference  drawn  from  the 
assumed  principle,  that  the  increase  of  capital  is,  in  itself, 
sufficient  to  increase  the  field  of  employment,  and  the  de- 
mand for  labour.  This  assumed  principle  is  erroneous. 
In  an  agricultural  country,  not  importing  food  and  raw 
materials,  the  extent  to  which  employment  and  the  demand 
for  labour  can  be  carried,  depends,  not  only  upon  the 
amount  of  capital,  but  also  upon  the  quantity  of  land  capa- 
ble of  yielding,  in  the  existing  state  of  agricultural  know- 
ledge, a  quantity  of  food  and  of  raw  material,  somewhat 
greater  than  that  which  is  necessary  to  feed,  and  clothe,  and 
lodge,  all  who  are  employed  in  direct  cultivation,  and  also 
all  those  who  are  employed  in  supplying  these,  and  them- 
selves, with  manufactured  necessaries.  In  a  commercial 
country,  importing  food  and  raw  materials,  the  field  of  em- 
ployment, and  the  effectual  demand  for  labour,  will  not  be 
limited  by  the  quantity  of  land  capable  of  replacing,  with  a 
profit,  the  articles  expended  in  its  cultivation.  But  even  in 
a  manufacturing  and  commercial  country,  importing  raw 
produce,  the  field  of  employment,  and  the  demand  for 
labour,  cannot  be  determined  by  the  amount  of  capital 
ready  to  be  invested  in  manufactures  and  commerce.  In  a 
country  thus  circumstanced,  employment  and    wages  will 
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depend,  not  so  much  upon  the  amount  of  commercial  and 
manufacturing  capital,  as  upon  the  extent  of  the  foreign 
market.  If  the  foreign  market  does  not  extend,  no  increase 
of  manufacturing  capital  can  cause  a  beneficial  increase  of 
production,  or  a  permanent  advance  of  wages.  Indeed,  an 
increase  of  manufacturing  and  commercial  capital,  unaccom- 
panied by  a  proportional  extension  of  the  foreign  market, 
instead  of  proving  beneficial,  might  have  a  necessary  ten- 
dency to  lower  the  profits  of  trade,  and  to  reduce  the  wages 
of  labour.  The  injurious  effect  of  a  disproportionate  in- 
crease of  capital,  has  been  experienced  not  unfrequently  in 
the  manufacturing  districts ;  and  it  is  important  to  trace  out 
the  modus  operandi^  by  which  it  is  produced.  i|{ 

All  commerce  is,  in  effect,  a  trade  of  barter;  and  the 
value  of  the  productions  of  one  country,  in  the  markets  of 
another,  is  determined  by  the  proportion  between  the  de- 
mand and  the  supply.  Thus  if,  in  the  markets  of  America, 
the  demand  for  English  goods  should  remain  stationary, 
while  the  supply  of  them  should  be  increased,  then,  in  the 
American  markets,  a  given  quantity  of  English  goods  would 
exchange  for  a  less  quantity  of  American  produce  than  be- 
fore ;  and  if,  in  the  markets  of  England,  the  supply  of 
American  produce  should  remain  stationary,  while  the 
demand  for  it  should  be  increased,  then,  in  the  English 
markets,  American  produce  would  exchange  for  a  greater 
quantity  of  English  goods  than  before.  Now,  on  these 
obvious,  and  universally  admitted  principles  of  commerce, 
we  can  explain  the  process  by  which,  in  a  commercial  and 
manufacturing  country,  importing  raw  produce,  the  increase 
of  commercial  and  manufacturing  capital  may  lower  the 
wages  of  the  operative  class.  The  cotton  trade  will  afford 
an  appropriate  example. 

Let  us  assume,  for  the  sake  of  illustration,  that  the  rela- 
tion between  the  demand  and  supply  of  British  goods,  in 
the  American  markets,  and  between  the  demand  and  supply 
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of  American  produce,  in  the  British  markets,  is  such,  that 
a  given  quantity  of  Manchester  goods  will  exchange  for 
a  quantity  of  American  produce,  exceeding  by  fifteen  per 
cent,  the  food,  cotton  wool,  and  the  materials  of  fixed  capital, 
consumed  in  producing  the  given  quantity  of  Manchester 
goods.  In  this  case,  the  average  rate  of  manufacturing 
profit  will  be  15  per  cent.  Very  skilful  manufacturers,  pos- 
sessing superior  advantages  of  connection  and  capital,  may 
perhaps  make  20  per  cent. ;  while  inferior  manufacturers,  not 
possessed  of  these  peculiar  advantages,  may  realise  only  five 
per  cent. ;  but,  under  the  circumstances  supposed,  the  gene- 
ral and  average  rate  of  manufacturing  profit,  must  be  15 
per  cent. 

This  being  the  previous  state  of  things,  let  us  now  sup- 
pose, that  in  England,  an  increase  takes  place  in  the  amount 
of  capital  employed  in  the  cotton  manufacture,  and  in  the 
quantity  of  cotton  goods,  while,  in  the  foreign  market,  the 
demand  for  such  goods  remains  stationary.  The  necessary 
consequences  of  this  change  will  be,  that  the  value  of  Eng- 
lish cottons  will  fall  in  the  markets  of  America,  and  that 
the  value  of  American  produce,  cotton  wool  and  other  ma- 
terials, will  rise  in  the  markets  of  England.  This  fall  in 
the  value  of  manufactured  goods,  in  relation  to  the  raw 
produce  expended  in  their  production,  is  the  same  thing  as 
a  fall  in  the  rate  of  manufacturing  profit.  In  the  case  we 
have  assumed  for  illustration,  if  the  increase  in  the  amount 
of  capital  employed  in  the  cotton  trade,  should  be  consider- 
able, the  fall  in  manufacturing  profits  might  be  as  much  as 
5  per  cent.,  leaving  the  general  average  10  per  cent,  in- 
stead of  15  per  cent.  The  superior  manufacturer,  who  for- 
merly realised  20,  will  now  only  obtain  15  per  cent.,  while 
the  inferior  manufacturer,  whose  profits  were  formerly  only 
5  per  cent.,  can  now  obtain  no  profits  whatever.  What 
will  the  inferior  manufacturer  now  do  ?     It  is  obvious  that 
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he  must  either  retire  from  business  altogether,  or  else  en- 
deavour to  go  on,  by  effecting  a  reduction  in  wages  ? 

Should  there  be  an  increase  of  manufacturing  labour,  as 
well  as  of  manufacturing  capital,  while  in  the  foreign  mar- 
ket the  demand  for  cotton  goods  remained  stationary,  the 
new  capitalists,  coming  into  the  trade,  could  employ  their 
funds  in  fabricating  an  increased  quantity  of  goods,  with- 
out withdrawing  the  hands  from  the  old  manufacturers. 
Therefore,  when  the  inferior  manufacturer,  whose  profits 
had  been  reduced  to  nothing,  by  the  fall  in  the  value  of 
goods,  said  to  his  labourers,  "  I  cannot  live,  unless  I  make 
''  something  by  my  business  ;  either  you  must  work  for  less 
"  wages,  or  I  must  cease  to  employ  you ;""  his  labourers, 
unable  to  get  other  employment  from  the  new  capitalists, 
would  be  compelled  to  submit  to  the  reduction.  It  is  self- 
evident,  that,  under  the  circumstances  assumed,  wages  must 
fall,  or  employment  altogether  cease.  The  supposition  is, 
that  the  demand  of  the  foreign  market  remains  stationary ; 
or,  in  other  words,  that  the  quantities  of  cotton  wool,  and 
of  other  raw  produce,  which  the  foreign  consumers  are  able 
and  willing  to  give  for  cotton  fabrics,  continue  unchanged. 
In  the^foreign  market,  therefore,  a  greater  quantity  of  cot- 
ton fabrics  cannot  be  sold,  unless  the  producers  of  these 
goods  will  take,  for  a  given  quantity  of  them,  a  less  quan- 
tity of  cotton  wool,  and  of  other  raw  produce.  But,  as  the 
quantity  of  finished  goods,  required  to  purchase  the  raw 
produce,  by  the  expenditure  of  which  they  are  prepared, 
increases,  manufacturing  profits  must  continue  to  decline, 
until  the  inferior  manufacturers  are  compelled  either  to  re- 
duce wages,  or  to  cease  altogether  from  employing  labour. 
In  a  country  depending  upon  foreign  commerce,  if  manu- 
facturing capital  and  labour  increase  faster  than  the 
foreign  demand  for  finished  goods  eocpands,  the  employ- 
ment of  such  increased  capital  and  labour,  must,  of  neces- 
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mty,  occasion  a  fall  in  the  price  of  goods,  and  a  iieduetion 
in  profits,  and  in  wages. 

The  same  results  would  be  produced  by  an  increase  of 
manufacturing  capital,  even  though  unaccompanied  by  an 
increase  in  the  number  of  manufacturing  labourers,  provided 
that  the  increased  capital  should  be  invested  in  improved 
machinery,  enabling  the  same  number  of  hands  to  work  up 
a  greater  quantity  of  goods.     The  capitalist  who  should  in- 
troduce the  improved  machinery,  and  should  manufacture 
an  additional  quantity  of  goods,  without  employing  an  ad- 
ditional number  of  hands,  would  obtain  compensation  in  the 
diminished  cost  of  production,  for  the  fall  of  price  conse- 
quent upon  the  increased  supply  thrown  upon  the  foreign 
market.     Not  so  the  inferior  manufacturer,  who,  unable  to 
resort  to  improved  mechanical  power,  should  employ  the 
same  number  of  labourers  as  before.     To  ^him  the  progres- 
sive fall  of  prices,  consequent  upon  the  increasing  supply  of 
goods,  would  bring  inevitable  ruin,  unless  he  could  effect  a 
countervailing   diminution   in  the  cost  of  production,  by 
forcing  upon  the  operative  a  reduction  of  wages.     The  ope- 
rative must  submit,  or  be  thrown  altogether  out  of  work. 
In  every  state  of  the  market,  there  will  be  a  class  of  strug- 
gling manufacturers,  who  are  just  able  to  go  on,  at  existing 
prices,  and  who  must  stop,  should  there  be  a  fall  of  prices, 
unaccompanied  by  a  corresponding  fall  of  wages.     Under 
such  circumstances,  submission  to  a  fall  of  wages  is  the  hard 
condition  upon  which  alone  the  operative  can  obtain  work. 

The  principles  which  I  have  here  endeavoured  to  state 
and  to  explain,  are  not  fictitious  principles,  assumed  for  the 
purpose  of  accounting  for  the  fact,  of  a  fall  of  prices,  of 
profits,  and  of  wages.  They  are,  on  the  contrary,  general 
facts,  or  principles,  true  in  themselves,  and  resting  on  the 
evidence  of  extensive  experience.  The  data  from  which  I 
have  argued  are  furnished,  unfortunately,  by  the  history  of 
the  cotton  manufacture  in  this  country.     After  the  first 
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great  improvements  in  the  cotton  trade  were  effected,  a  con- 
siderable period  elapsed  before  the  reduction  in  the  cost  of 
producing  goods  was  followed  by  a  corresponding  increase 
in  their  supply,  and  diminution  in  their  price.  During  the 
interval,  profits  and  wages  were  sustained  at  an  extraordinary 
height ;  large  fortunes  were  rapidly  realised,  and  the  manu- 
facturing population  multiplied.  This  prosperous  state  of 
trade  might  have  continued  to  the  present  day,  provided  the 
capital  and  labour,  employed  in  foreign  countries  in  raising 
for  the  British  market,  the  cotton  wool,  and  the  other  raw 
produce,  which  are  at  once  the  equivalents  and  the  component 
parts  of  the  finished  goods,  had  increased  in  an  equal  ratio 
with  the  increase  which  took  place  in  the  capital  and  labour 
employed  in  the  cotton  manufacture.  This,  unfortunately, 
was  not  the  case.  There  was  a  rapid  increase  in  the  foreign 
demand,  but  there  was  an  increase  still  more  rapid  in  the 
supply.  The  trade  extended  in  an  extraordinary  degree. 
Year  after  year,  a  greater  quantity  of  work  was  executed. 
Year  after  year,  additional  capital  was  brought  in,  and  im- 
proved machinery  erected ;  and  year  after  year,  prices,  and 
profits,  and  wages,  fell.  ^ 

The  manner  in  which  an  increase  of  capital,  and  an  exS 
tension  of  business,  may  occasion  a  reduction  in  the  wages 
of  the  operative,  is  forcibly  dwelt  upon  in  the  evidence 
taken  before  the  Select  Committee  of  the  House  of  Commons, 
appointed  to  inquire  into  the  condition  of  the  hand-loom 
weavers.  Most  of  the  witnesses,  as  well  masters  and  opera- 
tives, examined  before  the  Committee,  ascribe  the  fall  of 
profits  and  of  wages,  to  what  they  call  "  home  competition  ;" 
and  state  that  they  mean,  by  home  competition,  the  coming 
into  the  business  of  new  adventurers,  who,  either  with  their 
own  or  with  borrowed  capital,  produce  a  greater  quantity  of 
goods  than  the  market  can  take  up,  at  existing  prices,  and 
thereby  occasion  a  general  fall  of  prices,  of  profits,  and  of 
wages,  throughout  the  trade. 
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That  which  these  practical  witnessess  call  "  home-compe- 
*'  tition,"  is  precisely  analogous  to  that  which  writers  on  the 
science  of  commerce  have  denominated  "  over-trading."  The 
names  are  different,  but  the  things  signified  are  the  same. 
The  operative  feels,  and  the  philosopher  infers,  that,  in 
every  trade,  accumulations  of  capital,  increasing  the  supply 
of  goods,  without  a  corresponding  extension  in  the  demand 
for  them,  instead  of  enlarging  the  field  of  beneficial  employ- 
ment, has  a  directly  contrary  effect,  forcing  upon  the  la- 
bouring classes  the  miserable  alternative,  of  submitting  to 
a  reduction  of  wages,  or  of  being  thrown  out  of  work,  and 
having  no  wages  at  all. 

It  is  universally  admitted,  that  over-trading  lowers  prices, 
profits,  and  wages,  in  those  particular  branches  of  industry 
in  which  it  occurs.  But  there  is  a  school  of  political  econo- 
mists, who  assume,  that  capital  possesses  some  occult  quality, 
or  influence,  by  which  it  creates  for  itself  the  field  in  which 
it  is  employed,  and  renders  demand  co-extensive  with  supply. 
Economists  of  this  school  contend,  that  though  there  may 
be  partial,  there  cannot  be  general  over-trading  ;  and  that, 
when  over-trading  occurs,  a  certain  remedy  for  the  evil  may 
be  found,  in  transferring  capital  from  those  employments  in 
which  it  is  in  excess,  to  those  in  which  it  is  deficient.  With 
the  economists  who  take  the  "  high  priori  road,"  and  anti- 
cipate the  results  of  science  by  assuming  the  facts  from 
which  their  principles  are  deduced,  I  presume  not  to  con- 
tend. But  to  those  who  regard  political  economy  as  an 
inductive  science,  the  principles  of  which  are  nothing  more 
than  general  facts  established  by  experience,  I  confidently 
submit  the  following  considerations,  as  showing  that  capital 
cannot  create  for  itself  the  field  of  profitable  employment ; 
and  that,  in  any  particular  country  exporting  wrought  goods 
in  exchange  for  raw  produce,  there  may  exist  a  contem- 
poraneous over-trading,  throughout  all  the  departments  of 
manufacturing  and  commercial  industry. 

Those  who  attribute  the  greatest  efficacy  to  capital,  who 
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contend  that  it  measures  the  field  of  employment,  and  that 
its  proportion  to  labour  is  the  sole  regulator  of  wages — 
even  these  superstitious  worshippers  of  capital  cannot  but 
admit,  that,  in  a  country  not  importing  raw  produce, 
there  may  be  a  general  redundancy,  and  glut  of  capital, 
when  its  accumulation  can  no  longer  be  employed  upon 
soils,  which,  in  the  actual  state  of  agriculture,  are  not  ca- 
pable of  3n[elding  a  quantity  of  produce  equal  to  that 
which  must  be  expended  in  their  cultivation.  Under  these 
circumstances,  a  country  has  arrived  at  the  stationary  state, 
profits  and  wages  are  at  their  minimum,  and  rents  at  their 
maximum ;  and,  though  landed  proprietors  and  others  may 
continue  to  save  from  their  incomes,  yet  every  new  accu- 
mulation must  be  either  hoarded,  or  exported,  for  it  cannot 
be  reproductively  employed.  Of  the  possibility  of  a  redun- 
dancy, a  general  glut  of  capital  in  a  country  which  does 
not  import  raw  produce,  and  which,  in  the  actual  state  of 
efficacy  in  the  application  of  labour,  has  arrived  at  the 
limits  of  her  own  agricultural  resources,  there  can  exist  no 
doubt.  The  only  question  is,  whether  in  a  country  exten- 
sively engaged  in  foreign  commerce,  and  importing  raw 
produce,  there  can  be  such  a  plethora  of  capital,  as  to  oc- 
casion stagnation,  want  of  employment,  and  a  general  fall 
of  prices,  of  profits,  and  of  wages,  throughout  all  the 
branches  of  the  national  industry,  which  supply  the  foreign 
market  ?  In  a  country  circumstanced  as  England  now  is, 
this  is  a  question  of  the  deepest,  and  most  vital  interest. 
I  will  endeavour  to  arrive  at  the  solution  of  it. 

It  is  a  fact,  established  by  experience,  and  universally 
admitted,  that,  in  an  industrious  country,  savings  may  be 
made  from  income,  and  that  capital  may  be  increased  ;  and 
it  is  also  a  fact  established  by  experience,  and  universally 
admitted,  that  in  countries  in  different  states  of  improve- 
ment, capital  may  increase  in  different  ratios.  Now,  from 
these  facts,  founded  on  experience,  and  universally  ad- 
mitted the  necessary,  the  self-evident  conclusion,  is,  that  in 
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a  country  depending  upon  foreign  commerce,  and  importing 
raw  produce,  there  may  be  a  redundancy,  a  general  glut  of 
capital,  occasioning  over-trading,  and  a  consequent  fall  of 
profits  and  of  wages  throughout  all  the  branches  of  in- 
dustry engaged  in  supplying  the  foreign  market. 

When,  in  England,  the  capital  employed  in  supplying 
cotton  fabrics  for  the  foreign  market,  increases  faster  than 
the  capital  employed  in  foreign  countries,  in  raising  the 
raw  materials,  by  the  expenditure  of  which  cotton  fabrics 
are  prepared,  then,  as  I  have  already  stated,  and  as  expe- 
rience has   too   abundantly   proved,  the  value  of  cotton 
fabrics,  in  relation  to  the  elementary  cost  of  their  produc- 
tion, will  decline,  and,  in  the  cotton  trade,  profits,  or  wages, 
or  both,  must  come  down.     Now,  causes  similar  to  those 
which  produce  these  effects  in  the  cotton  trade,  may,  at  the 
same  time,  be  producing  similar  effects  in  the  silk  trade,  in 
the  linen  trade,  in  the  woollen  trade,  and  in  all  the  other 
branches  of  industry  in  which  goods  are  made  for  foreign 
markets.      If  the  capital  employed   in   preparing  cotton 
goods  for  foreign  markets,  increases  faster  than  the  capital 
employed  in  foreign  countries,  in  raising  materials  and  equi- 
valents for  cotton  goods,  the  capital  employed  in  preparing 
woollen  goods  may,  at  the  same  time,  be  increasing  faster 
than  the  capital   employed   in   foreign  countries   in  pro- 
ducing articles  to  be  exchanged  for  woollen  goods.     The 
like  may  occur  in  all  other  trades.     In  all,  manufacturing 
capital  may  increase  faster  than  the  foreign  capital,  which 
raises  the  materials  of  manufacture ;  and  thus,  in  all  the 
departments  of  industry  supplying  goods  to  the  foreign 
market,  there  may  be  a  contemporaneous  overtrading,  or  a 
contemporaneous  "  home  competition,"  occasioning  a  gene- 
ral fall  of  prices,  of  profits,  and  of  wages,  want  of  employ- 
ment, and  distress. 

It  will  be  apparent,  from  the  principle  which  I  have  now 
endeavoured    to   establish,    that,  in  a  country  exporting 
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manufactured  goods,  and  importing  raw  materials,  there  may 
be  a  general  glut  of  capital,  and  excess  of  production,  in 
relation  to  foreign  demand,  which  cannot  be  remedied  by 
transferring  capital  from  one  branch  of  manufacture  to 
another.  Partial  overtrading,  confined  to  some  particular 
branches  of  business  may,  indeed,  be  corrected  by  a  more 
equal  distribution  of  capital.  When  prices  and  profits  are 
low  in  the  cotton  trade,  and  high  in  the  woollen  trade,  a 
transference  of  capital,  from  the  former  to  the  latter,  may 
restore  the  level.  But  when  the  level  has  not  been  dis- 
turbed, when  prices  and  profits  have  fallen  in  the  woollen, 
as  well  as  in  the  cotton  trade,  then  no  shifting  of  capi- 
tal can  counteract  the  consequences  resulting  from  its 
excess. 

There  is  another  important  consideration,  connected  witli 
this  subject.  In  a  manufacturing  country,  importing  raw 
produce,  a  general  fall  in  wages  and  profits  cannot,  by  pos- 
sibility, take  place,  except  as  the  consequence  of  an  excess 
of  capital,  and  of  a  general  over-trading,  in  relation  to  the 
demands  of  foreign  markets.  The  cost  of  producing 
manufactured  goods  is  resolvable  into  subsistence,  and  raw 
materials ;  and,  therefore,  while  the  quantity  of  manufac- 
tured goods,  produced  by  the  advance  of  subsistence  and 
raw  materials,  to  a  given  number  of  operatives,  continues 
to  exchange,  in  the  foreign  market,  for  the  same  quantity, 
or  for  the  price  of  the  same  quantity,  of  subsistence  and 
raw  materials  as  before,  the  aggregate,  to  be  divided  be- 
tween wages  and  profits,  must  remain  undiminished ;  and, 
if  real  wages  remain  the  same,  the  rate  of  profit  must  also 
remain  the  same.  It  is  only  when  the  quantity  of  finished 
goods  produced  by  the  advance  of  subsistence  and  mate- 
rials, to  a  given  number  of  labourers,  will  purchase,  in  the 
foreign  market,  a  less  quantity  of  subsistence  and  materials 
than  before,  that  the  aggregate  to  be  divided  between  pro- 
fits and  wages  is  diminished,   and   that  the   necessity   is 
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imposed  upon  the  manufacturer,  of  giving  less  wages,  or  of 
retaining  less  profit.  But,  wherefore  should  the  quantity 
of  finished  goods,  produced  by  advances  to  a  given  number 
of  labourers,  exchange,  in  the  foreign  market,  for  a  less 
quantity,  or  the  price  of  a  less  quantity,  of  subsistence  and 
raw  materials,  than  before  ?  Only  because  the  supply  of 
manufactured  goods  in  the  foreign  markets,  bears  a  greater 
proportion  than  before,  to  the  supply  of  raw  produce  offered 
in  exchange  for  them.  But  the  question  recurs,  Why 
should  there  be,  in  the  foreign  market,  this  alteration  in  the 
proportion  between  the  supply  of  manufactured  goods,  and 
the  supply  of  the  articles  constituting  their  elementary  cost 
of  production,  and  offered  as  their  equivalents?  The 
answer  is  this,  and  it  goes  to  the  bottom  of  the  question : — 
The  quantity  of  capital,  employed  in  producing  manufac- 
tured goods,  for  the  foreign  market,  bears  a  greater  propor- 
tion than  before,  to  the  quantity  of  capital  employed  in 
foreign  countries,  in  raising  the  articles  which  replace  the 
elementary  cost  of  preparing  the  manufactured  goods. 
Thus,  the  single  fact,  that  the  manufactures  of  a  country 
exchange,  in  the  foreign  market,  for  a  less  quantity  than 
before,  of  the  articles  expended  in  preparing  manufactured 
goods,  is  in  itself  a  demonstration,  that  there  is,  in  relation 
to  the  demand  of  the  foreign  market,  a  redundancy,  a 
general  glut  of  capital,  over-trading,  or  home  competition, 
lowering  prices,  profits,  and  wages.  The  converse  of  the 
proposition  is,  of  course,  equally  true.  In  a  manufacturing 
country,  importing  raw  produce,  the  fall  of  profits  and  of 
wages  demonstrates,  that,  in  the  foreign  market,  a  redun- 
dant supply  of  manufactured  goods  has  reduced  their  value 
in  reference  to  the  materials  required  for  their  production. 
A  fall  in  the  value  of  goods  in  the  foreign  market,  proves, 
that  at  home,  profits,  or  wages,  or  both,  must  have  fallen ; 
and  a  fall  in  wages  and  profits  at  home,  shows,  that  in  the 
foreign  market,  the  value  of  goods  must  have  declined. 
From  whatever  point  we  set  out,  we  arrive  at  the  same 
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inevitable  conclusion,  that,  in  a  manufacturing  country, 
depending  upon  foreign  commerce,  and  importing  raw  pro- 
duce, a  fall  in  profits  and  wages  cannot  take  place,  unac- 
companied by  a  general  redundancy  of  capital  and  over- 
trading, in  relation  to  the  foreign  market. 

What  is  the  remedy  ?  In  a  manufacturing  country,  im- 
porting raw  produce,  in  what  way  can  we  avert  the  fall  of 
profits  and  of  wages,  resulting  from  a  redundancy  of  manu- 
facturing capital  in  relation  to  the  foreign  market  ?  Im- 
portant questions  these,  and  worthy  of  all  consideration. 

In  a  manufacturing  country,  depending  upon  foreign 
commerce,  and  importing  raw  produce,  the  fall  in  wages 
and  profits,  resulting  from  the  increase  of  manufacturing 
capital,  might  be  averted,  provided  the  foreign  market 
could  be  expanded  as  the  supply  of  manufactured  goods 
increased.  It  is  obvious,  that  the  manufacturers  for  the 
foreign  market  might  double  their  capital  and  their  ex- 
ports, without  any  fall,  either  in  profits  or  in  wages,  pro- 
vided the  double  quantity  of  manufactured  goods  exported 
should  exchange  for  a  double  quantity  of  subsistence  and 
materials.  But  this  extension  of  the  foreign  market  de- 
pends upon  two  circumstances,  both  of  which  are  beyond 
our  controul.  We  cannot  cause  the  capital,  employed  by 
foreign  countries  in  producing  raw  materials,  to  increase 
in  the  same  proportion  in  which  the  manufacturing  capital 
employed  in  preparing  goods  for  the  foreign  market  may 
increase ;  and  even  if  we  could  increase,  in  this  proportion, 
the  capital  employed  in  foreign  countries  in  raising  raw 
produce,  we  could  not  cause  the  increasing  supplies  of  raw 
produce  to  be  offered  as  the  equivalents  for  our  increased 
supply  of  wrought  articles;  for  we  could  not  prevent  fo- 
reign countries  from  imitating  the  evample  we  have  set 
them,  and  from  imposing  high  protecting  duties  on  the 
importation  of  manufactured  goods,  and  thus  forcing  their 
increasing  supplies  of  food  and  materials  to  be  worked  up 
at  home.     To  create  an  ewtension  of  the  foreign  market 
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proportionate  to  the  increasing  powers  of  production  in 
this  country,  is  beyond  our  power.  It  is  not  to  foreigfi 
countries  that  we  must  look,  in  order  to  prevent  our  accu- 
mulating capital  from  becoming  redundant,  and  occa- 
sioning a  decline  in  profits  and  in  wages. 

The  fact,  that  in  many  branches  of  industry,  profits  and 
wages  have  declined  as  our  export  trade  has  increased,  has 
led  some  benevolent  individuals  to  infer,  that  the  extension 
of  commerce  has  proved  a  cause  of  distress,  and  that  the 
condition  of  the  people  might  be  improved  by  regulations 
which  would  have  the  effect  of  shutting  us  out  from  the 
foreign  market,  and  of  limiting  production  to  the  supplying 
of  the  home  market.  These  inferences  are  erroneous  ;  they 
betray  an  indistinct  perception  of  causes  and  effects.  Re- 
ductions in  the  value  of  goods,  in  profits,  and  in  wages, 
are  all  the  effects  of  an  increase  of  manufacturing  capital 
and  labour,  unaccompanied  by  a  corresponding  increase  in 
the  foreign  capital,  which  raises  the  materials  and  equiva- 
lents of  manufactured  goods.  Regulations  diminishing 
the  quantity  of  goods  exported,  without,  at  the  same  time, 
diminishing  the  quantity  of  capital  and  labour  employed 
in  supplying  goods  to  the  foreign  market,  instead  of  re- 
moving, would  aggravate  the  evil.  Suppose,  for  example, 
that  regulations  were  adopted,  diminishing,  by  one-third, 
the  quantity  of  cotton  goods  exported  to  North  America; 
and  that,  from  the  increase  of  value,  occasioned  by  reduced 
supply,  the  price  in  the  American  market,  of  the  two-thirds, 
becomes  equal  to  the  former  price  of  the  whole.  In  this 
case,  two-thirds  of  the  masters  and  operatives  employed  in 
manufacturing  cotton  goods  for  the  American  market 
might  divide  amongst  them,  as  their  profits  and  wages,  the 
same  sum  which  formerly  went  as  profits  and  wages  to  the 
whole.  But  what  is  to  become  of  those  who,  by  this  pro- 
cess, are  thrown  out  of  employment  ?  Two-thirds  obtain 
higher  profits  and  wages,  by  reducing  the  remaining  third 
to  destitution.     When  the  labour  and  capital  employed  in 
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preparing  manufactured  govods  for  the  foreign  markets  in- 
creases faster  than  the  capital  and  labour  employed  in 
foreign  countries  in  raising  the  materials  and  equivalents  of 
manufactured  goods,  the  only  possible  means  by  which  we 
can  avert  a  fall  of  profits  and  of  wages,  is,  to  create  for  the 
superabundant  capital  and  labour  other  fields  of  profitable 
employment.  The  great  practical  problem  is,  the  crea- 
tion OF  THESE  OTHER  FIELDS. 

To  this  problem  I  proceed. 

In  a  country  manufacturing  for  foreign  markets,  capital 
and  labour  may  become  redundant,  either  by  a  comparative 
deficiency  in  the  capital  and  labour  employed  in  foreign 
countries  in  raising  raw  produce,  or  by  the  adoption  in 
foreign  growing  countries  of  a  protective  system  for  forcing 
domestic  manufactures.  The  existence  of  either  of  these 
causes  fixes  impassible  limits  to  the  beneficial  employment 
of  additional  capital  and  labour  in  manufacturing  for 
foreign  markets.  If  foreign  countries  do  not  raise  suffi- 
cient quantities  of  raw  produce  to  furnish  equivalents  for 
increased  quantities  of  finished  goods  ;  or  if,  while  yielding 
abundant  supplies  of  raw  produce,  they  refuse  to  receive 
our  fabrics  in  exchange  for  it,  then,  in  either  case,  an  insur- 
mountable barrier  is  thrown  up  against  the  extension  of  our 
trade  with  foreign  states ;  and  it  is  only  with  the  foreign 
dependencies  of  the  British  Crown  that  England  can  pur- 
chase increased  quantities  of  raw  produce  with  increased 
quantities  of  finished  goods.  Eoctended  colonisation  is  the 
only  practicable  means  by  which  we  can  create  expanding 
fields  of  employment  for  the  redundant  capital  and  labour 
which  must  otherwise  melt  away  and  perish  through 
bankruptcy  and  destitution.  But  is  it  practicable  to  create 
in  the  colonies  these  expanding,  and  misery-relieving  fields  ? 
Let  us  see : —  '^| 

When,  in  the  progress  of  a  manufacturing  country  im- 
porting raw  materials,  the  period  arrives  at  which  labour 
and  capital  become   redundant ;  then,  transferring  the  re- 

il 
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dundancy  to  new  colonies,  may  lead  to  an  actual  increase  in 
the  wealth  and  population  of  the  parent  state.  This  trans- 
ference not  only  prevents  the  overcrowding  of  a  limited 
field  of  employment,  but  extends  that  field,  and  renders  it 
capable  of  receiving  indefinite  additions  of  capital  and 
labour. 

The  value  of  this  most  important  principle  will  be  more 
distinctly  seen,  if  I  explain  its  operation  by  examples, 
than  if  I  were  to  trace  it  out  by  general  reasoning.  I  will 
take  my  first  illustrative  example  from  the  woollen  trade. 

Let  us  suppose  that  an  increase  takes  place  in  the  labour 
and  capital  applicable  to  the  manufacturing  of  woollens 
for  the  foreign  market,  and  that  this  increase  exceeds, 
by  1 ,000,000/.  and  10,000  workmen,  the  contemporaneous 
increase  in  the  capital  and  labour  employed  in  foreign 
countries  in  raising  equivalents  for  woollen  goods.  In  this 
case,  if  the  additional  capital  and  labour  be  employed  in 
the  woollen  trade,  the  following  consequences  will  ensue : — 
In  the  foreign  market  the  supply  of  woollen  goods  will  in- 
crease, and  their  value  fall,  while  the  demand  for  wool,  and 
other  raw  materials  of  the  woollen  manufacture,  will  in- 
crease, and  their  value  rise ;  and,  in  the  home  market,  there 
will  be  home  competition,  or  over-trading,  and  a  fall  of 
prices,  of  profits,  and  of  wages,  until  bankruptcy  amongst 
the  less  opulent  masters,  and  mortality  amongst  the  less  ro- 
bust of  the  over-worked  and  under-fed  operatives,  arrest 
the  misery-inflicting  extension  of  the  trade. 

Let  us  now  consider  the  very  different  effects  which 
would  be  produced  by  withdrawing  the  redundant  la- 
bourers and  capitalists  from  the  woollen  trade,  and  by 
planting  them  in  an  Australian  colony,  where  they  would 
become  demanders,  and  not  suppliers,  of  the  finished  fa- 
brics ;  and  suppliers,  not  demanders,  of  the  raw  materials. 
In  England  the  price  of  wool  would  fall,  and  the  price  of 
woollen  goods  would  rise ;  and  thus,  by  a  double  operation, 
the  fund  to  be  divided  between  labour  and  capital  would 
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be  increased.  But  this  would  not  be  all.  The  creation  of 
new  colonial  markets  in  Australia,  could  have  no  con- 
ceivable effect  in  closing  up  the  foreign  markets  previously 
existing.  While  the  same  quantities  of  labour  and  capital 
continued  to  be  employed  in  manufacturing  woollen  goods 
for  the  foreign  market,  other,  and  additional  qviantities, 
would  be  required  in  manufacturing  these  goods  for  the  ad- 
ditional colonial  market  created  in  Australia. 

Thus  we  can  distinctly  trace  the  manner  in  which  the 
abstraction  of  redundant  labour  and  capital,  for  the  pur- 
pose of  planting  colonies,  leads  to  an  increase  of  the  labour 
and  capital  employed  in  the  mother  country.     In  the  case 
just  stated,  when  home  competition,  and  overtrading,  had 
reduced    profits  and  wages  in  the  woollen  trade  to  their 
minimum,  our  additional  supply  of  capital  and  labour,  if 
forced  into  the  trade,  could  not  continue  to  be  employed, 
but  would  ultimately  perish,  through  increased  bankruptcy 
and  mortality.     But  when  the  redundant  capital  and  labour 
were  planted  in  the  new  colony,  and  offered   wool  in  ex- 
change for  woollen  cloth,  the  increase  in  the  supply  of  the 
raw  material,  and  in  the  demand  for  the  finished  article, 
would  occasion  a  rise  of  profits  and  an  advance  of  wages 
in  the  woollen  trade,  and  these  would  bring  to  that  trade  an 
increase  of  capital  and  of  hands.     But  the  increasing  num- 
bers would  not  now  perish  by  the  increase  of  bankruptcy, 
and  of  mortality,  because  they  could  now  be  beneficially 
employed  in  manufacturing  woollens  for  Australia,   where 
the  planting  of  the  capital  and  labour,  formerly  redundant 
in   England,   had   created  the   materials   and   equivalents 
which  constitute  effectual  demand.     We  may  lay  it  down 
as  an  established  principle  in  the  science  of  colonisation, 
that  in  a  manufacturing  country,  importing  raw  materials, 
the  abstraction  of  capital  and  labour,  redundant  in  relation 
to  the  materials  and  equivalents  raised  in  foreign  countries, 
for  the  purpose  of  employing  such  labour  and  capital  in  the 
formation  of  new  colonies,  occasions  a  rapid  recreation  of 
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the  quantities  abstracted,  accompanied  by  an  extension  of 
the  field  of  profitable  employment. 

The  example  which  I  have  taken  from  the  woollen  trade, 
is  equally  applicable  to  all  the  other  staple  manufactures 
of  the  United  Kingdom.      Redundant  capital  and  labour 
transferred  to  the  colonies  of  Australia  and  New  Zealand, 
would   create   a  new  and   additional   demand   for   linens, 
and  silks,  and  cottons,  as  well  as  for  woollens ;  and  would 
furnish,  either  directly  or  circuitously,  a  new  and  additional 
supply  of  materials  and  equivalents  for  these  various  fabrics. 
Even  should  it  be  found  impracticable  to  raise  cheap  supplies 
of  raw  silk,  and  of  cotton  wool,  in  the  southern  colonies,  cheap 
supplies  of  these  materials  could  be  obtained  from  China,  in 
exchange  for   provisions,  and  would  furnish    the  equiva- 
lent for  the  silk  and  cotton  fabrics  of  P'ngland.     In  China, 
with  her  hundreds  of  millions  of  mouths,  the  demand  for 
provisions  is  more  extensive  and  intense  than  in  any  other 
portion  of  the  world.     In  the  markets  of  this  over-peopled 
empire,  the  varied  products  of  the  soil,  the  fish,  and  salted  and 
dried  provisions  of  our  Southern  colonies,  would  be  paid  for 
in  cotton  and  in  silk,  in  tea,  and  in  silver.     The  cotton  and 
the  silk  would  be  sent    to  the  mother  country,  and  would 
be  wrought  up  in  the  factories  of  England ;   and  the  teas 
and  the  precious  metals,  also   sent  to  the  mother  country, 
im  exchange  for   the  abundant  supplies  of   manufactured 
goods  which  the  colonists  would  require,  would  give  Eng- 
land   increasing  means  of  purchasing,  with  the  valuable 
products  of  the  East,  the  elements  of  manufacturing  indus- 
try from  all  the  raw-produce-growing  regions  of  America 
and  the  North  of  Europe,  with  which  free  trade  (not  one-sided, 
but  on  the  principle  of  reciprocity)  could  be  established. 

The  inventions  of  Watt,  of  Arkwright,  and  of  Crompton, 
increased,  in  almost  a  miraculous  degree,  the  productive 
power  of  manufacturing  industry  in  England.  But  these 
inventions  did  not,  and  could  not,  increase,  in  a  correspond- 
ing degree,  the  productive  powers  of  the  foreign  agricultural 
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industry  which  raises  the  materials  and  the  equivalent 
British  manufactured  goods.'  The  consequence  was,  a  di- 
vergement  from  that  due  proportion  between  the  industry 
which  works  up  raw  materials,  and  the  industry  which 
raises  them,  upon  which  the  permanent  well-being  of  a 
manufacturing  population  necessarily  depends.  The  supply 
of  British  fabrics  was  increased  beyond  the  demand,  and  the 
demand  for  raw  materials  was  increased  })eyond  the  supply. 
The  value  of  wrought  goods  declined,  in  relation  to  the  ele- 
mentary cost  of  their  production,  and  profits  and  wages  fell, 
until  the  manufacturer  was  brought  to  the  verge  of  bank- 
ruptcy, and  a  numerous  class  of  operatives  to  the  verge  of 
starvation.  In  some  branches  of  trade  these  evils  of  over- 
trading and  home  competition  have  become  so  excessive 
and  intolerable,  that  the  question  has  been  raised,  whether 
the  extension  of  the  manufacturing  system  has  been,  not 
blessing,  but  a  curse  to  the  country. 

For  these  aggravated  evils,  the  application  of  the  true 
principles  of  colonisation  affords  the  appropriate  remedy. 
Colonisation  gives  us  the  same  unlimited  power,  with  re- 
spect to  the  production  of  raw  materials,  which  the  inven- 
tions of  Watt,  and  Arkwright,  and  Crompton,  gave  us  with 
respect  to  the  production  of  wrought  goods.  It  enables  us 
to  re-adjust  the  balance  between  the  different  branches  of 
industry  ;  and  thus  opens  to  British  capital  and  labour,  an 
expanding  field  of  beneficial  employment,  the  limits  of 
which  cannot  be  reached  until  all  the  fertile  wastes  of  all 
the  colonies  of  England  have  been  appropriated  and  re- 
claimed. The  prosperity  of  the  country  cannot  be  arrested 
by  the  hostile  tariffs  of  foreign  rivals,  if  England  will  es- 
tablish throughout  her  wide-spread  empire  a  British  com- 
mercial league — a  colonial  Zollverein. 

I  have  the  honour  to  be,  my  Lord, 

Your  Lordship's  most  obedient  servant, 

A  MEMBER  of  the  POLITICAL  ECONOMY  CLUB. 
London^  January  6,  1842. 
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LETTER   VIII. 


TO    THE 


FRIENDS  OF  EXTENDED  COLONISATION, 


ON 


The  causes  of  the  failure  of  the  Financial  Branch 
of  the  South  Australian  Experiment, 


The  Colony  of  South  Australia  was  established  for  the 
purpose  of  bringing  to  the  test  of  actual  experiment  the 
practicability  of  defraying  the  expense  of  conveying  the 
unemployed  labour  of  the  United  Kingdom  to  the  unap- 
propriated land  of  the  colonies,  by  means  of  the  market- 
able value  which  the  influx  of  an  industrious  population 
confers  upon  the  valueless  wastes  of  a  new  country.  In  all 
that  regards  the  principle  of  defraying  the  cost  of  emigra- 
tion out  of  the  value  it  creates,  this  important  experiment 
has  been  more  than  successful.  The  conveyance  of 
15,000  settlers  to  a  wilderness  as  valueless  as  the  wave 
which  broke  upon  its  shore,  conferred  on  that  wilderness  a 
marketable  value  far  exceeding  the  cost  of  the  conveyance 
by  which  that  value  was  created.  The  proceeds  of  the  land 
sales  not  only  defrayed  the  whole  of  the  expense  of  this 
extensive  emigration,  but  supplied  an  advance  of  55,000/. 
towards  the  expenditure  of  the  local  government. 

While  the  colonisation  branch  of  the  South  Australian 
experiment  was  attended  with  exuberant  and  ultra  success, 
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the  financial  branch  has  unquestionably  failed.  What  were 
the  causes  of  this  failure  ?  To  those  who  regard  extended 
colonisation  as  amongst  the  most  efficacious  means  of  pre- 
serving our  commerce  from  permanent  decline,  a  question 
more  interesting  could  scarcely  be  proposed.  I^^l 

The  causes  of  the  failure  of  the  financial  branch  of  the  ^^^^ 
South  Australian  experiment  may  be  considered  under  the  " 

heads  of  predisposing  and  prowimate.  The  predisposing 
causes  of  the  failure  were — 1st.  The  raising  of  a  loan  at 
a  high  rate  of  interest  for  providing  for  the  outfit  of  the 
colony,  and  for  forming  what  was  called  a  guarantee  or 
security  fund  :— 2nd.  The  necessity  of  effecting  in  this 
country  a  large  amount  of  preliminary  land  sales,  before  any 
steps  could  be  taken  to  ascertain  the  extent  of  fertile  ter- 
ritory comprised  within  the  limits  of  the  projected  colony, 
or  to  determine  the  site  of  the  first  settlement,  and  lay  out 
the  land  for  the  occupation  of  the  colonists : — 3rd.  The 
absence  of  efficient  control  over  the  expenditure  of  the 
local  government. 

The  immediate  causes  of  the  financial    failure    were —  " 
1st.  The  sudden    diminution    in  the   amount  of  the  land 
sales  : — and  2nd.  The  great  and  unexpected  increase  in  the 
amount  of  the  expenditure  of  the  local  government.  ''■i 

As  regards  the  predisposing  causes  of  the  financial 
failure,  the  sole  and  undivided  responsibility  rests  with  the 
home  government.  It  was  proposed  by  the  author  and 
original  promoters  of  the  plan,  that  the  British  province  in 
which  the  new  experiment  in  colonisation  was  to  be  tried, 
should  be  founded,  after  the  model  of  the  first  British  set- 
tlements in  North  America,  as  a  chartered  colony,  under  the 
management  of  an  incorporated  company,  advancing  the 
requisite  funds  by  means  of  a  paid-up  capital.  The 
government,  however,  in  yielding  its  assent  to  the  erection 
of  the  experimental  province,  refused  to  sanction  its  esta- 
blishment, either  as  a  chartered  colony,  or  as  an  ordinary       - 
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crown  colony ;  and  therefore  the  system  of  financial  ad- 
ministration embodied  in  the  South  Australian  Act  was 
adopted  as  a  scheme  of  compromise,  under  which  the  expe- 
riment might  be  tried,  and  the  government  relieved  from 
pecuniary  responsibility.  In  making  this  compromise  the 
government  abandoned  its  duty.  When  the  Colonial  De- 
partment yielded  its  assent  to  the  experiment  of  founding  a 
colony  upon  the  principle  of  defraying  the  expense  of 
emigration  by  means  of  the  value  it  creates,  and  at  the  same 
time  refused  to  delegate  to  the  advocates  of  that  principle 
the  extensive  powers  which  would  have  enabled  them  to 
have  established  it  as  a  chartered  colony  at  their  individual 
cost,  the  only  safe,  the  only  rational  course  which  remained, 
was  for  the  government  fairly  to  meet  the  financial  respon- 
sibility which  it  was  impossible  to  evade,  and  to  delegate  to 
the  Colonisation  Commissioners  only  so  much  power  as 
might  be  necessary  to  enable  them  to  employ  the  proceeds  of 
the  land  sales  in  conveying  labour  to  the  colony. 

Had  the  government  of  the  day  adopted  this  course,  the 
predisposing  causes  of  financial  failure  would  not  have  been 
brought  into  existence.  The  money  required  for  the  outfit  of 
the  colony,  would  have  been  obtained  at  the  ordinary  rate  of 
interest  paid  upon  government  loans.  Operations  would  have 
commenced  with  the  equipment  and  dispatch  of  a  surveying 
expedition  for  determining  the  boundaries  of  the  province, 
fixing  the  site  of  the  first  settlement,  and  laying  out  the 
lands  for  occupation.  The  settlers  would  not  have  been 
compelled  to  export  their  capital  for  provisions,  while  the 
survey  of  their  locations  was  in  progress ;  and,  above  all, 
a  territory  would  have  been  selected,  containing  a  sufficient 
extent  of  available  soil.  The  boundaries  of  the  province, 
instead  of  embracing  a  vast  extent  of  barren  country,  north 
and  west  of  Spencer's  Gulph,  would  have  extended  to  the 
east  and  south,  and  have  comprised  a  portion  of  Australia 
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Felix.     It  is  obvious  that,  under  these  circumstances,  the 
financial  branch  of  the  experiment  could  not  have  failed  ; 
and  that  the  pledge  given  to  parliament,  that  the  colony 
should  not  become  chargeable  upon  the  public  purse,  might 
have  been  redeemed  to  the  letter.     The  expenditure  would 
have  been  reduced  by  the  reduction  upon  the  interest  of 
the   loans ;    the   amount   of   the   loans  wo^ld   have  been 
reduced  by  the  amount  of  the  guarantee  fund,  and  by  the 
opening  of  earlier  and  more   abundant   sources   of   local 
revenue  applicable  to  the  expenses  of  the  local  government ; 
while  the  greater  extent  of  fertile  territory,  included  within 
the  limits  of  the  province,  would  have  continued  to  attract 
an  influx  of  opulent  settlers,  as  has  actually  occurred  in 
the  Port  Philip  district,  and  would  thus  have  prevented 
the  falling  off  of  the  land  sales.     But  this  would  not  have 
been    all.      As    the    population    of  the    province    should 
have   approached   to   fullness,  and  as   further   emigration 
should  have  ceased  to  be  necessary,  the  natural  increase  of 
numbers  at  the  ordinary  rate  which  occurs  in  new  coun- 
tries, would  have  kept  up  a  continuous  demand  for  the  last 
portions  of  available  territory  ;  the  proceeds  of  these  ulti- 
mate land  sales,  would  have  paid  off  the  colonial  debt ;  s^ 
real  guarantee  fund  would  have  been  created,  and  the  pledge 
given   to  parliament  would  have  been  redeemed.     If  the 
late  government  had  not  abandoned  its  legitimate  functions, 
the  predisposing  causes  of  the  failure  of  the  financial  branch 
of  the  experiment,  could    not    have   been   brought    into 
existence.    For  the  creation  of  these  causes,  the  late  govern- 
ment, and  the  late  government  alone,  are  responsible. 

If  the  members  of  the  late  government  are  directly 
responsible  for  the  predisposing  causes  of  the  financial 
failure,  they  are  responsible  indirectly  for  the  more 
immediate  causes.  Though  the  Governor  of  the  colony 
conceived   himself   to    be   at   liberty    to   depart   from   the 
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instructions  of  the  Colonisation  Commissioners,  yet  he 
might  have  deemed  it  expedient  to  hold  his  hand  in  obe- 
dience to  orders  enforced  by  the  authority  of  the  Secretary 
of  State,  and  of  the  Lords  of  the  Treasury.  When  the 
Colonial  Department  refused  to  amend  the  financial  ad- 
ministration of  the  colony,  as  recommended  by  the  first 
Commissioners,  in  their  letter  of  the  17th  of  August,  1836; 
and  when  the  arrangement  for  preventing  the  evils  of 
divided  authority,  and  for  placing  the  local  expenditure 
under  the  direct  inspection  of  the  Secretary  of  State, 
as  proposed  by  the  Commissioners  in  their  letter  of  the  31st 
of  March,  1838,  after  having  been  approved  and  adopted 
by  Lord  Glenelg,  was  abandoned  on  the  first  occurrence  of 
a  difficulty  which  rendered  it  peculiarly  important  that  the 
Commissioners  should  receive  the  aid  they  had  requested  ; 
when  the  government  thus  fled  from  the  responsibility 
which  properly  pertains  to  the  executive  power  of  the 
state,  they  created  the  very  danger  from  which  they  sought 
to  escape,  and  became  indirectly  the  virtual  authors  of 
those  indiscretions  on  the  part  of  the  local  functionaries, 
which  they  refused  to  controul. 

But  though  the  late  government  is  responsible  for  the 
consequences  of  the  anomalous  scheme  of  administration, 
embodied  in  the  South  Australian  Act,  yet  it  cannot  be 
fairly  charged  with  the  responsibility  of  having  created  the 
whole  of  the  mischief  which  has  actually  occurred.  There 
are,  in  point  of  fact,  two  diff'erent  and  distinct  responsi- 
bilities— the  responsibility  of  having  brought  into  operation 
the  causes  of  financial  failure  and  ultimate  insolvency  ;  and 
the  responsibility  of  having  neglected  to  adopt  the  neces- 
sary measures  for  preventing  that  failure  and  that  in- 
solvency from  producing  in  the  colony  what  Lord  John 
Russell  has  designated  as  "  a  crisis  of  emergency,  aff^ecting 
the  well-being,  the  property,  and  perhaps  the  lives  of  the 
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inhabitants  of  South  Australia."  The  extent  of  this 
responsibility,  and  the  parties  upon  whom  it  may  be  justly 
charged,  remain  to  be  ascertained. 

In  the  Report  of  the  Committee  on  the  affairs  of  South 
Australia,  the  following  passage  occurs  : — "  No  part  of  the 
responsibility  can  be  justly  charged  upon  the  present  Board 
of  Commissioners,  inasmuch  as  the  causes  which  produced 
the  actual  results,  were  in  operation  when  they  entered 
upon  their  duties  ;  and  no  measure  which  they  could  legally 
have  taken,  could  have  availed,  either  to  arrest  the  progress 
of  expenditure  in  the  colony,  or  to  provide  adequate  means 
of  meeting  it.  Long  before  any  instructions  from  them 
could  have  reached  Colonel  Gawler,  bills  would  have  been 
drawn  upon  them  which  they  could  not,  after  satisfying 
other  outstanding  claims,  have  raised  funds  sufficient  to 
discharge,  without  fresh  powers  derived  from  parliament. 
Had  they  succeeded  in  raising  the  loan,  which  at  one  time 
they  contemplated,  they  might  indeed  have  postponed  for  a 
short  time,  the  crisis  which  has  arrived,  but  they  would  not 
have  saved  the  colony  from  ultimate  insolvency.'' 

This  passage  in  the  Report  goes  to  establish  two 
facts: — namely,  that  the  present  Board  of  Commissioners 
are  not  responsible  for  bringing  into  operation  the  pre- 
disposing causes  which  led  to  the  ultimate  insolvency  of 
the  colony ; — and  that  they  are  responsible  for  having 
neglected  to  adopt  the  requisite  means  for  preventing 
that  insolvency  from  producing  a  calamitous  revulsion  in 
the  colony.  They  could  not  have  raised  funds  sufficient 
to  discharge  the  entire  claims  upon  the  colony,  "  without 
fresh  powers  derived  from  parliament ;"  but  "  they  might 
have  postponed  the  crisis  which  has  arrived,'"  and  have  thus 
upheld  the  credit  of  the  colony,  until  "  fresh  powers  could 
be  derived  from  parliament."  They  "  could  not  have  saved 
the  colony  from  ultimate  insolvency,"  but  they  could  have 
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saved  the  colonists  from  the  bankruptcy  and  ruin  which 
followed  the  dishonouring  of  the  Governor's  drafts. 

The  justice  of  the  condemnation  undesignedly  conveyed  in 
the  latter  part  of  the  passage  quoted  from  the  Report,  is  fully 
demonstrated  by  the  figuresof  the  Report.  TheReport  states, 
that  from'the  20th  of  August,  1840,  when  the  Commissioners 
ceased  to  honour  theGovernor's  drafts,up  to  the  1st  of  March, 
1841,  the  amount  of  Colonel  Gawler's  bills  presented  for  ac- 
ceptance was  695247/. ;  and  that  the  amount  of  the  remaining 
outstanding  claims  against  the  Commissioners  was  56,255/. 
Thus,  the  figures  presented  in  the  body  of  the  Report  demon- 
strate that  the  revenue  loan  of  120,000/.,  which  the  Commis- 
sioners were  directed  by  the  Act  to  raise,  and  the  raising  of 
which  they  at  one  time  contemplated,  would  have  discharged 
the  whole  of  the  liabilities  within  5,502/.,  up  to  the  1st  of 
March,  1841,  when  the  Committee  upon  the  affairs  of  South 
Australia  was  actually  sitting:— and  this,  even  if  the  whole 
of  the  bills  presented  up  to  the  1st  of  March,  had  been 
payable  upon  that  day.  But,  of  the  bills  presented  for  ac- 
ceptance up  to  the  1st  of  March,  those  falling  due  upon  that 
day  amounted  only  to  43,779/.,  so  that,  according  to  the  figures 
of  the  Report  itself,  a  Qoan  of  120,000/.  would  have  been 
more  than  sufficient  to  have  upheld  the  credit  of  the  colony 
until  the  period  at  which  Parliament  had  actually  interposed. 
The  conclusion  is  inevitable^ — that  the  parties  who  neg- 
lected to  obey  the  Act  of  Parliament.^  and  to  procure  the 
loan  while  it  might  have  been  secured,  are  the  parties  justly 
chargeable  with  responsibility  for  the  dishonouring  of  the 
Governor'' s  drafts,  the  destruction  of  credit,  and  the  eocten- 
sive  and  protracted  mischief  consequent  thereon. 

But  though  the  statements  and  the  figures  contained  in 
the  body  of  the  Report  concur  in  fixing  upon  the  new 
Board  of  Commissioners  the  responsibility  of  having  neg- 
lected to  employ  the  appropriate  means  of  preventing  the 
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failure  of  the  financial  branch  of  the  experiment  from  in- 
flicting a  calamitous  crisis  upon  the  inhabitants  of  South 
Australia,  yet  it  is  necessary  to  refer  to  the  financial  state- 
ments printed  in  the  Appendix  to  the  Report,  in  order  to 
measure  the  extent  of  the  culpability  which  the  new  Com- 
missioners incurred. 

Let  us,  in  the  first  place,  refer  to  the  financial  paper, 
No.  5*,  which  is  signed  by  the  Accountant  of  the  Com- 
mission, and  printed  in  the  Appendix  to  the  Parliamentary 
Report.  It  will  there  be  seen,  that  on  the  1st  of  January, 
1840,  the  available  balance  in  the  hands  of  the  Commis- 
sioners was  30,136/.,  while  the  debt  due  to  the  Emigra- 
tion Fund,  at  that  period,  was  36,812/.,  and  that,  therefore, 
if  the  Emigration  Fund  had  been  required  for  emigration 
purposes,  there  would  have  been  an  actual  deficiency  of 
6,676/.,  which  it  would  have  been  requisite  to  provide  for 
by  a  loan. 

Now,  considering  how  precarious  is  the  money  market 
under  our  banking  system,  and  how  great  was  the  demand 
for  labour  in  the  colony,  it  cannot  be  doubted,  that  even  in 
January  1840,  it  was  not  too  soon  for  the  Commissioners  to 
have  made  arrangements  for  taking  advantage  of  the  then 
comparative  facilities  of  the  money  market,  and  of  the  high 
state  of  the  credit  of  the  colony,  and  to  have  contracted  for 
a  loan,  to  be  paid  by  distant  instalments.  ^| 

It  will  be  seen  by  the  account  already  referred  to,  that  on 
the  1st  of  July,  1840,  the  funds  at  the  disposal  of  the 
Commissioners  amounted  to  36,756/.,  while  the  liabilities 
amounted  to  56,079/.?  leaving  a  deficiency  of  19,322/.,  while 
the  debt  to  the  Emigration  Fund  had  been  increased  to 
63,737/. ;  so  that,  if  the  Emigration  Fund  had  been  re- 
quired to  be  replaced  for  the  purposes  of  emigration,  then 
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would  have  been,  on  the  1st  of  July,  1840,  a  total  deficiency, 
as  regards  the  Revenue  Fund,  of  83,059/.  Considering  the 
provisions  of  the  Act  of  Parliament,  and  also  considering 
the  frequent  derangement  which  occurs  in  the  money  mar- 
ket, and  the  fact  that  the  land  sales  in  this  country  had 
nearly  ceased,  this  was  a  position  of  financial  hazard,  which 
the  Commissioners,  having  power,  under  the  Acts  of  Par- 
liament, and  the  then  credit  of  the  colony,  to  place  them- 
selves in  a  situation  of  security,  ought  not  to  have  permitted 
to  occur. 

Let  us  now  direct  our  attention  to  another  financial  re- 
turn*, also  signed  by  the  Accountant  of  the  Commission, 
and  entitled,  "  Financial  Statement  from  January  to  June 
IS^O."*'  By  this  return,  it  appears  that,  on  the  1st  of  Ja- 
nuary, 1840,  the  assets  in  the  hands  of  the  Commissioners 
exceeded  their  liabilities  by  30,136/.,  and  that  on  the  1st  of 
February  following,  the  excess  of  assets  above  liabilities 
was  only  21,944/.  This  was  a  rate  of  declension  leading  to 
insolvency  in  little  more  than  two  months,  even  if  all  idea 
of  complying  with  the  Act  of  Parliament  and  replacing  the 
Emigration  Fund  had  been  abandoned. 

It  appears,  by  the  financial  return  now  under  considera- 
tion, that,  in  the  course  of  the  month  of  February  this  rapid 
declension  in  the  amount  of  available  assets  was  arrested,  by 
the  payment  to  the  Commissioners  of  15,636/. ;  but  that 
from  the  1st  of  March  to  the  1st  of  May,  the  surplus  of  as- 
sets above  liabilities  had  declined  from  30,244/.  to  12,067/. 
Upon  the  face  of  this  account,  therefore,  it  is  apparent  that 
at  this  rate  of  declension  the  Commission  must  have  become 
insolvent  in  the  first  week  in  June,  even  putting  the  re- 
placement of  the  Emigration  Fund  and  the  continuance  of 
Emigration  altogether  out  of  the  question.  On  the  1st  of 
May,  1840,  the  financial  position  of  the  colony  was  one  of 
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extreme  hazard,  demanding  that  the  Commissioners  shdu 
seize  the  very  first  favourable  opportunity  afforded  by  the 
state  of  the  money  market  for  securing  the  loan,  without 
which  the  colony  might  even  then  be  considered  as  verging 
on  insolvency. 

Upon  the  1st  of  June,  1840,  the  surplus  of  assets  above 
liabilities,  was  3453/.,  while  bills  of  unusual  amount  were 
coming  in,  and  while  it  was  certain  that  additional  liabilities, 
under  pending  contracts  with  the  ship-owners,  would  be 
immediately  incurred.  On  the  1st  of  June,  therefore,  the 
Commission  was,  in  fact,  insolvent,  unless  the  Commissioners 
could  succeed  in  contracting  for  a  loan. 

By  the  paper  marked  A*,  entitled,  "  Monthly  Statement 
of  Ways  and  Means  for  the  year  1810,"  it  is  shown  that  if 
a  loan  of  120,000/.  had  been  raised  in  June,  and  if  a  mode- 
rate stream  of  emigration  had  been  kept  up  during  the 
autumn  of  that  year,  there  would  have  remained  in  the 
hands  of  the  Commissioners  on  the  31st  of  December,  1840, 
a  balance  of  69,969/.  after  the  discharge  of  all  liabilities 
presented  for  payment  up  to  the  31st  of  December,  1840 ; 
and  by  the  financial  statement-|*  which  was  ordered  to  be  pre- 
sented by  the  Committee,  it  appears,  that  if  a  loan  had  been 
raised  in  June  1840,  there  would  have  been  in  the  hands  of 
the  Commissioners  on  the  1st  of  February,  1841,  funds  to 
the  amount  of  48,753/.,  after  the  discharge  of  all  liabilities 
falling  due  up  to  the  31st  of  January.  And  it  further  ap- 
pears by  the  same  account,  that  had  the  loan  been  secured 
in  June,  there  would  have  been  upon  the  1st  of  March, 
1841,  in  the  hands  of  the  Commissioners,  over  and  above  all 
demands  falling  due  up  to  the  end  of  February,  funds  to 
the  amount  of  about  40,000/.,  exclusive  of  the  Guarantee 
Fund,  amounting  to  15,000/.  more,  which  the  Secretary  of 
State  was  authorised   to  appropriate  to  such  colonial  ex- 
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penses  as  could  not  otherwise  l)e  provided  for.     Thus,  it  is 
strictly  demonstrable,  that  had  the  Colonisation  Commis- 
sioners obeyed  the  Act  of  Parliament  by  raising  a  loan  of 
120,000/.  in  the  month  of  June  1840,  when  it  could,  with- 
out difficulty,  have  been  obtained,  they  would  have  thereby 
prevented  the  serious  disaster  which  has  overtaken  the  inha- 
bitants of  South  Australia,  by  upholding  the  credit  of  the 
colony  until  Parliament  had  an  opportunity  of  placing  its 
finances  on  a  secure  foundation.     Had  such  loan  been  raised, 
all  claims  upon  the  Commission  falling  due  up  to  the  28th 
of  February,  might  have  been  discharged.     Emigration,  in- 
stead of  having  been  altogether  suspended,  might  have  gone 
on  in  a  continuous  though  diminished  stream ;  and  there 
would  have  been  on  the  1st  of  March  available  assets,  ex- 
clusive of  the  Guarantee  Fund,  amounting  to  about  40,000/. 
The  financial  statements  printed  in  the  Appendix  to  the 
Report  demonstrate   that  within  the  six  months  between 
January  and  June  1840,  the  new  Commissioners  had  incurred 
an  awful  responsibility.     They  were  not  responsible  (no  one, 
save  the  Chairman  of  the  Committee,  ever  conceived    that 
they  could  be  responsible)   for  the  falling  off  of  the  land 
sales,  for  the  extraordinary  amount  of  the  Governor's  drafts, 
or  for  that  deficiency  of  available  territory  within  the  limits 
of  the  province  which  rendered  it  impossible  to  discharge 
the  colonial  debt  out  of  the  proceeds  of  the  ultimate  land 
sales.     But  they  were  responsible  for  having  incurred  liabi- 
lities beyond  the  available  assets  in  their  hands :  they  were 
responsible,  and  heavily  responsible,  for  having  disobeyed 
the  Act  of  Parliament,  and  for  having  failed  to   provide 
themselves  with  the  means  it  placed  at  their  disposal  for 
meeting  the  liabilities  they  had  incurred.     On  the  1st  of 
July,  1840,  the  liabilities  they  had  incurred  on  account  of 
bills  actually  accepted,  and  for  emigrant  ships  actually  dis- 
patched, exceeded  their  available  assets  by  19,322/.,  while  it 
was  known  that  other  bills  on  account  of  the  expenditure  of 
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the  local  government  were  on  their  way  from  the  colony  ; 
and  while  other  contracts,  fully  binding  on  the  part  of  the 
Commission,  and  to  a  large  amount,  had  been  entered  into 
on  account  of  emigrant  ships  to  be  dispatched  in  succeed- 
ing months.  Yet  the  Commissioners,  with  all  these  heavy 
liabilities  hanging  over  them,  refused  to  obey  the  Act  of 
Parliament  and  to  place  themselves  in  a  solvent  position,  by 
raising  the  residue  of  the  revenue  loan  which  it  pre- 
scribed. 

The  conduct  of  the  Colonisation  Commissioners,  during 
the  early  part  of  the  year  1840,  appears  altogether  in- 
sensate. Nothing  can  be  more  perfectly  self-evident  than 
that,  with  the  power  of  prevention  in  their  hands,  they 
ought  not  to  have  permitted  their  liabilities  to  exceed 
their  available  assets.  If  they  deemed  it  expedient,  as  no 
doubt  it  was,  to  uphold  the  credit  of  the  colony,  by  ac- 
cepting the  Governor's  drafts,  and  to  fulfil  the  conditions 
of  the  land  sales,  by  sending  out  a  supply  of  labour  com- 
mensurate to  the  demands  of  the  purchasers,  it  was  not  less 
expedient  to  provide  themselves  with  the  means  of  paying 
the  holders  of  their  accepted  bills,  and  of  fulfilling  their 
contracts  with  the  ship  owners.  On  the  other  hand, 
if  they  deemed  it  inexpedient  to  provide  themselves  with 
additional  assets,  by  raising  the  residue  of  the  revenue 
loan  authorised  by  the  act,  then  it  was  not  less  inexpedient 
to  incur  additional  liabilities,  by  continuing  emigration. 
When  they  obeyed  the  act  by  continuing  emigration,  it 
became  their  imperative  duty,  not  only  in  reference  to  the 
act,  but  in  relation  to  the  credit  of  the  colony,  and  to  the 
payment  of  their  own  contract  debt,  that  they  should  also 
obey  the  act,  by  raising  a  loan  to  replace  the  sums 
borrowed  from  the  Emigration  Fund.  And  when  they 
decided  on  not  obeying  the  act,  by  raising  a  loan  to 
replace  the  money  borrowed  from  the  Emigration  Fund, 
they  imposed  upon  themselves  a  moral  obligation  to  dis- 
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obey  it  still  further,  by  discontinuing  to  incur  liabilities  on 
account  of  emigration.  It  is  obvious  that  the  Act  of 
Parliament  ought  to  have  been  either  wholly  obeyed,  or 
wholly  disobeyed ; — consistently  conformed  to,  or  con- 
sistently violated.  For  that  partial  compliance  with  the 
provisions  of  the  act,  which  created  an  alarming  excess  of 
liabilities  above  assets,  no  justification  can  be  set  up.  No 
person  capable  of  understanding  the  simplest  rule  of 
arithmetic  would  deliberately  affirm,  that  the  new  Board 
of  Commissioners,  when  they  brought  the  credit  of  the 
colony  into  imminent  danger  by  allowing,  with  the  power 
of  prevention  in  their  hands,  their  liabilities  to  exceed 
their  assets,  did  not  become  responsible  for  all  the  cala- 
mities which  their  non-acceptance  of  the  Governor's  drafts 
has  brought  upon  the  inhabitants  of  South  Australia. 

It  would  be  unjust  to  the  present  Commissioners  not  to 
give,  in  their  own  words,  the  reasons  which  they  have 
assigned  for  their  conduct.  Mr.  Elliot  stated  in  his  evi- 
dence before  the  Parliamentary  Committee : — "  The  reason 
we  did  not  raise  a  loan  in  the  early  part  of  the  year  1840 
was,  that  we  did  not  want  it.  In  the  statement*  I  have 
handed  in  to-day,  the  Committee  will  see  our  condition  at 
the  beginning  of  every  month  in  the  year  1 840 ;  they  will 
see  our  ways  and  means ;  and  that,  as  a  matter  of  money, 
we  had  a  large  surplus  in  the  early  months  of  the  year.  I 
repeat,  therefore,  the  reason  we  did  not  raise  a  loan  was, 
that  we  did  not  want  it.'' 

The  statement  of  monthly  ways  and  means  put  in  by  Mr. 
Elliot,  did  not  give  a  true  view  of  the  financial  position  of 
the  colony ;  inasmuch  as  it  did  not  balance  the  liabilities 
incurred,  against  the  assets  in  hand.  Mr.  Elliot's  return 
suppresses  all  the  outstanding  liabilities  not  falling  due 
within  sixty  days  from  the  first  of  each  month  ;  and  shows, 
by  means  of  this  suppression,  an  apparent  surplus  in  the 
hands   of   the   Commissioners   of  59,000/.   on    the  1st    of 
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January  ;  of  54,000/.  on  the  1st  of  February  ;  of  57,000/.  on 
the  1st  of  March  ;  and  of  48,000/.,  40,000/.,  and  29,000/. 
on  the  1st  of  April,  May,  and  June  respectively. 

The  return  entitled  Financial  Position*,  and  which  has 
already  been  referred  to,  shows  that  the  real  surplus  of 
assets  above  liabilities  in  the  hands  of  the  Commissioners,  on 
the  first  of  each  month,  during  the  first  six  months  of  the 
year  1840  was,  in  January,  not  59,000/.,  but  30,000/. ;  in 
February,  not  54,000/.,  but  21,000/.  ;  in  March,  not 
57,000/.,  but  30,000/. ;  in  April,  not  48,000/.,  but  21,000/.; 
in  May,  not  40,000/.,  but  12,000/. ;  in  June,  not  29,000/., 
but  3,000/.  Mr.  Elliot's  mystifying  return  gives  the  Com- 
missioners, on  the  1st  of  July,  a  surplus  of  8,000/.;  though 
on  that  day  there  was  an  actual  deficiency  of  19,030/., 
exclusively  of  a  debt  of  63,000/.,  due  to  the  Emigration 
Fund. 

Mr.  Elliot  argued  before  the  Committee,  that  a  loan,  in 
the  early  part  of  the  year  1840,  could  not  have  prevented 
a  calamitous  crisis  in  the  colony,  because  the  Commis- 
sioners, had  they  obtained  such  a  loan,  would  have  employed 
it,  not  in  honouring  the  Governor's  drafts,  but  in  repaying 
the  sums  wliich  had  been  borrowed  from  the  Emigration 
Fund.  His  words  are  these — "there  was  no  one  at  the 
Board  who  would  have  said,  '  Let  us  pay  the  individuals  to 
whom  we  owe  money,  and  let  us  neglect  the  Emigration 
Fund.'  I  may  safely  assert  this;  for  even  so  late  as  Novem- 
ber, when  we  had  gone  to  the  government  for  aid,  we  dis- 
cussed that  point,  and  we  said,  '  If  money  is  put  into  our 
hands  without  condition,  we  must  obey  the  law  before  every 
thing  else ;  we  will  not  go  wantonly  and  expend  money  on 
emigration  before  parliament  meets,  but  we  cannot  pay  it 
away  to  bill  holders,  unless  it  be  made  a  special  provision, 
in  advancing  this  money,  that  it  shall  not  be  advanced  ex- 
cept on  this  condition.'     If,  therefore,  we  had  got  money  in 
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July,  no  doubt  we  should  have  replenished  the  Emigration 
Fund  first  of  all ;  we  should  have  abided  by  the  law." 

This  statement  was  made  in  forgetfulness  of  the  fact, 
that  the  course  which  the  Commissioners  had  actually 
adopted,  was  directly  opposite  to  that  attributed  to  them. 
In  the  first  week  in  June  1840,  the  whole  of  the  money  in 
the  hands  of  the  Commissioners  was  not  only  due,  under 
the  law,  to  the  Emigration  Fund,  but  had  been  actually 
pledged,  under  existing"  contracts,  to  ship  owners  and  agents, 
on  account  of  emigration  arrangements ;  nevertheless,  the 
Commissioners  continued,  until  the  last  week  in  August,  to 
accept  the  Governor's  drafts,  and  to  pay  away  to  the  bill 
holders  the  money  thus  legally  due,  and  actually  pledged 
to  emigration.  The  Commissioners  ceased  to  advertise  for 
emigrant  ships  in  the  first  week  in  June,  and  they  continued 
to  appropriate  the  money  due  to  emigration,  to  the  pay- 
ment of  the  bill  holders,  until  the  first  week  in  August. 

Their  reasons  for  adopting  this  course  were  irresistible. 
The  necessity  they  were  under  of  applying  the  money  in 
their  hands,  not  "  in  replenishing  the  Emigration  Fund  first 
of  all,*"  but  in  payment  of  the  Governor*'s  drafts,  they  have 
themselves  explained  in  the  letter  which  they  addressed  to 
the  Colonial  Department  on  the  17th  of  September,  and  of 
which  Mr.  Elliot  avows  himself  the  author.  "  We  solicit 
attention  to  the  fearful  calamity  which  may  occur,  should  we 
be  compelled,  for  want  of  funds,  finally,  to  reject  the  bills 
drawn  upon  us  by  the  resident  Commissioner.  A  population 
which  is  estimated  at  from  13,000  to  15,000  souls  must  sub- 
sist, as  far  as  we  are  yet  informed,  almost  exclusively  upon 
imported  provisions,  paid  for,  not  by  exported  produce,  but 
by  bills.  Should  the  Governor's  bills  be  dishonoured,  and  a 
panic  ensue,  the  inevitable  consequence  would  be,  a  suspen- 
sion of  supplies  from  the  neighbouring  colonies.  The 
danger  is  most  formidable"  Nevertheless,  Mr.  Elliot  con- 
tends, that  had  the  Commissioners  obtained  money  in  July, 
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they  would  have  voluntarily  incurred  the  formidable dang< 
which  he  has  thus  himself  described.  But  he  misinterprets 
the  Act  of  Parliament,  when  he  contends  that  had  the 
Commissioners  adopted  a  course  thus  disastrous  "  they 
would  have  obeyed  the  law.**' 

The  Act  of  Parliament  did  not  require  that  the  Commis- 
sioners, while  dishonouring  Colonel  Gawler's  drafts,  should 
continue  emigration.  The  third  section  of  the  amended 
Act  provides,  that  when  the  money  borrowed  from  one  fund 
in  aid  of  the  other,  is  required  for  the  purposes  of  the  fund 
from  which  it  is  borrowed,  then  a  loan  shall  be  raised, 
and  the  money  so  borrowed  shall  be  replaced.  Now,  the 
money  borrowed  from  the  Emigration  Fund  could  not  have 
been  required  for  the  purposes  of  emigration,  had  the  Go- 
venor's  bills  been  dishonoured  ;  and  for  the  obvious  reason, 
that  the  stoppage  of  salaries,  the  discontinuance  of  public 
works,  and  the  general  distress  occasioned  by  the  bank- 
ruptcy of  the  local  government,  must  have  so  diminished 
the  demand  for  labour  as  to  require,  not  a  continuance  of 
emigration  from  this  country,  but  rather,  it  is  to  be  feared, 
the  re-emigration  of  the  labouring  population  previously 
sent  out.  To  have  continued  emigration  upon  an  extensive 
scale,  while  dishonouring  the  Governor's  drafts,  is  a  course 
which  may  have  been  inconsiderately  contemplated,  but  it 
is  one  which  I  cannot  believe  it  possible  that  the  Commis- 
sioners could  have  actually  adopted. 

The  third  clause  of  the  second  South  Australian  Act 
provides,  that  at  the  end  of  any  one  year,  the  debt  due  from 
the  Revenue  Fund  to  the  Emigration  Fund  shall  not  exceed 
one-third  of  the  amount  obtained  by  the  sale  of  public  land 
within  such  year ;  and,  had  a  loan  been  raised  in  June 
1840,  this  provision  would  have  required,  that  at  the  close 
of  the  year  a  transfer  should  have  been  made  from  the  Re- 
venue Fund  to  the  Emigration  Fund,  and  that  the  avail- 
able assets  should  have  re-appeared  in  the  books  of  the 
Commissioners  as  belonging  partly  to  the  Emigration  Fund, 
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and  partly  to  the  Revenue  Fund.  The  present  Commis- 
sioners have  contended,  in  justification  of  their  neglect  to 
provide  a  Revenue  Loan  in  June  1840,  that,  had  such  loan 
been  raised,  they  could  not,  under  the  arrangement  pre- 
scribed for  carrying  over  at  the  end  of  each  year  a  balance 
from  one  fund  to  another,  have  continued,  after  the  31st  of 
December,  1840,  to  pay  the  Governor's  drafts,  because,  in 
the  words  of  Mr.  Elliot,  "  to  include  in  the  receipts  of 
the  Emigration  Fund,  in  any  given  year,  the  balance 
carried  over  from  the  former  year,  would  be  most  objec- 
tionable."" This  defence  is  at  variance,  not  only  with  the 
course  adopted  by  the  Commissioners  during  the  whole  of 
the  year  1840,  but  with  the  interpretation  of  the  Act,  which 
Mr.  Elliot  had  himself  previously  given. 

At  the  end  of  the  year  1839?  the  accounts  had  been  so 
balanced  in  conformity  with  the  Act,  that  the  debt  due  to 
the  Emigration  Fund  did  not  exceed  one-third  of  the  land 
sales  of  that  year ;  and  that  during  the  year  1 840,  the  Com- 
missioners, in  order  to  pay  the  Governor's  drafts,  borrowed 
from  "  the  balance  of  the  Emigration  Fund  which  had  been 
carried  over  from  the  former  year,  and  which  had  been 
included  in  the  receipts  of  the  former  year."  This  course 
Mr.  Elliot  had  previously  stated  to  be  required  by  the  Act 
of  Parliament.  In  his  evidence,  he  says,  "  As  a  matter  of 
money  we  had  a  large  surplus  in  the  early  part  of  the  year 
1840.  We  had  not  a  surplus  in  the  Revenue  Fund  tech- 
nically, but  we  had  a  large  surplus  of  money  under  our 
control.  In  fact,  therefore,  I  may  say,  we  did  borrow 
money  without  paying  interest,  the  Act  of  Parliament 
pointing  out  to  us  that  course  by  a  clause  which  particu- 
larly provides  that  we  may  take  the  emigration  money 
when  wanted  for  the  revenue  on  purpose  to  save  interest. 

So  WE  DID. 

Now  the  emigration  money  from  which  the  Commissioners 
borrowed  in  the  year  1840,  was  "  the  balance  which  was 
carried  over  from  the  former  year,  and  which  was  included 


208 

in  the  receipts  of  the  former  year."  Thus,  the  practice  of 
the  Commissioners  in  the  year  1840,  and  the  provisions  of 
the  Act  of  Parliament  to  which  Mr.  Elliot  refers  for  a  jus- 
tification of  thatpractice,  are  at  variance  with  his  subse- 
quent statement,  that  "  to  borrow  from  the  Emigration 
Fund  carried  over  from  the  former  year  would  be  most 
objectionable.*"  The  Act  of  Parliament  is  made  by  Mr. 
Elliot  to  serve  two  opposite  purposes.  When  it  is  convenient 
to  represent  that  a  loan  was  not  wanted  in  the  early  part  of 
the  year  1840,  then  the  third  section  of  the  second  Act  re- 
quires that  the  balance  of  the  Emigration  Fund  carried  over 
from  the  foimer  year  shall  be  borrowed,  when  wanted,  for 
the  Revenue  Fund ;  but  when  the  admission  of  the  pre^ 
viously  asserted  fact,  that  the  Commissioners  might  borrow 
from  a  fund  carried  over  from  a  previous  year,  would  in- 
volve the  Commissioners  in  the  responsibility  of  having 
neglected  to  prevent  a  calamitous  crisis,  then  such  bor- 
rowing, instead  of  being  in  accordance  with  the  spirit  of  the 
act,  "  would  be  most  objectionable." 

On  the  question  respecting  the  legality  of  borrowing  from 
the  balance  of  an  Emigration  Fund  carried  over  from  the 
former  year,  the  evidence  of  Mr.  Villiers  is  at  variance  with 
that  of  Mr.  Elliot.  Mr.  Villiers  states,  "  The  only  point 
to  which  I  should  advert,  and  which  I  believe  has  been 
much  questioned  here  is,  the  expediency  of  raising  a  loan 
earlier  in  the  year.  I  should  only  wish  to  state  that  I  con- 
ceive we  should  have  rather  violated  the  Act  than  have 
conformed  to  it,  if  we  had  raised  it  earlier.  We  had  a  con- 
siderable sum  of  money  in  our  hands  in  addition  to  that 
which  was  required  for  carrying  on  emigration  to  the  colony.'' 
Now,  all  the  money  which  the  Commissioners  had  in  their 
hands  in  the  early  part  of  the  year  1840,  was  the  balance  of 
the  Emigration  Fund  carried  over  from  the  former  year ; 
and,  therefore,  according  to  Mr.  Villiers'  interpretation  of 
the  Act,  it  would  have  been  illegal  to  have  ceased  to  bor- 
row from  that  balance  for  revenue  purposes,  so  long  as  the 
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money  was  not  wanted  for  emigration  purposes.  It  may  be 
proper  to  remark,  however,  that  though  right  in  his  law, 
Mr.  Villiers  is  wrong  in  his  fact.  So  far  from  having 
money  in  their  hands,  in  addition  to  that  required  to  carry 
on  emigration,  the  Commissioners  were  obliged  to  cease  to 
advertise  for  emigration  shipping  in  the  first  week  in  June, 
because  their  liabilities  exceeded  their  assets. 

Thus,  then,  while  Mr.  Elliot  contends  at  one  time  that 
the  Act  of  Parliament  required  that  the  Commissioners 
should  borrow  from  the  balance  of  the  Emigration  Fund  car- 
ried over  from  the  former  year,  and  at  another  time  asserts 
that  borrowing  from  that  fund  would  have  been  most  ob- 
jectionable, Mr.  Villiers  contends,  that  illegality  would  have 
consisted,  not  in  borrowing  from  the  balance  of  an  Emigra- 
tion Fund  carried  over  from  the  former  year,  but  in  resorting 
to  a  loan,  while  such  a  balance,  not  immediately  required 
for  emigration,  remained  to  be  borrowed  from.  But  the 
important  practical  question,  whether  it  was  expedient  to 
raise  the  loan  of  120,000/.  in  the  early  part  of  the  year 
1840,  does  not  turn  upon  these  legal  niceties.  The  finan- 
cial return  marked  A,  prepared  and  signed  by  the  account- 
ant of  the  Commission,  shows  that  had  such  a  loan  been 
raised,  the  Commissioners,  after  providing  for  a  moderate 
stream  of  emigration  during  the  autumn,  and  discharging 
all  liabilities  falling  due  up  to  the  31st  of  December,  1840, 
would  have  had,  upon  that  day,  assets  in  their  hands  to  the 
amount  of  69,969/.,  exclusive  of  the  guarantee  fund  of 
15,000/.  Under  those  circumstances,  the  Act  of  Parliament 
would  have  required,  that  on  the  31st  of  December,  the 
assets,  amounting  to  69,969/.,  should  be  transferred  in  the 
books  of  the  Commission  from  the  revenue  to  the  Emigra- 
tion Fund.  The  practical  question,  as  regards  the  efficacy 
of  an  early  loan,  is  therefore  this :  —  Would  the  Commis- 
sioners, while  holding  on  the  1st  of  January,  1841,  an  Emi- 
gration Fund  of  69,969/.>  carried  over  from  the  former  year, 
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Iiave  re-borrowed  a  portion  of  this  fund  for  the  purpose 
paying  such  of  the  Governor'^s  drafts  as  might  fall  due 
before  Parliament  could  interfere ;  or  would  they,  with  this 
money  in  hand,  have  dishonoured  the  Governor'*s  drafts, 
and  have  thereby  created  "  an  emergency  affecting  the  wel- 
fare, the  property,  and  perhaps  the  lives,  of  the  inhabitants 
of  South  Australia."  This  question  could  not  have  been 
decided  by  legal  niceties.  The  strictly  analogous  question 
which  actually  arose  was  not  so  decided.  In  November  1841, 
when  the  Secretary  of  State  instructed  the  Commissioners 
to  raise  a  revenue  loan  of  120,000/.  under  the  guarantee  of 
Government,  the  Act  of  Parliament,  had  such  loan  been 
obtained,  would  have  required,  that  in  December  the  money 
should  have  been  employed  in  replenishing  the  Emigration 
Fund ;  but  the  case  was  one  of  emergency,  and  Lord  John 
Russell  further  instructed  the  Commissioners  "  not  to  ex- 
pend the  money  without  the  specific  authority  of  the  Lords 
of  the  Treasury,""  who  required,  "  that  the  money  thus  to 
be  raised  should  only  be  made  applicable  to  the  liquidation 
of  the  liabilities  already  incurred  by  the  Commissioners  in 
this  country,  or  to  meet  such  drafts  as  might  be  drawn  from 
the  colony  before  the  prohibition  for  further  drawing  could 
reach  the  Governor."  Had  the  Commissioners  secured  the 
proposed  loan  of  120,000/.  in  June  1840,  and  had  they,  in 
consequence,  held  a  large  amount  of  assets  on  the  1st  of 
January,  1841,  it  cannot  be  doubted  but  that  they  would 
have  obtained,  had  it  appeared  necessary,  under  one  of  Mr. 
Elliot's  interpretations  of  the  Act,  the  sanction  of  the  Se- 
cretary of  State  and  of  the  Lords  of  the  Treasury,  in  em- 
ploying the  money  which  they  would  have  held  on  the  1st 
of  January,  1841,  in  averting  the  danger  and  distress,  to 
which,  as  is  expressed  in  the  Treasury  minute,  "  the  large 
population  of  South  Australia,  almost  entirely  dependent 
on  supplies  from  other  quarters  for  the  ordinary  articles  of 
subsistence,  would  be  exposed  by  the  total  subversion  of 
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the  credit  of  the  local  government  and  institutions,  which 
would  probably  result  from  the  positive  and  unqualified 
refusal  and  dishonour  of  the  Governor's  bills  by  the  Com- 
missioners.'' 

It  may  be  proper,  however,  to  remark  in  this  place,  that, 
as  far  as  relates  to  any  practical  operation  on  the  part  of 
the  Commissioners,  it  is  altogether  indifferent  which  of  Mr. 
Elliot's  opposite  interpretations  of  the  Act  of  Parliament 
may  be  the  correct  one.  Practically,  the  question,  whether 
it  would  have  been  legal  for  the  Commissioners  to  have  em- 
ployed in  the  payment  of  the  Governor's  drafts  the  balance 
of  the  Emigration  Fund  which,  had  a  loan  been  raised,  they 
would  have  held  on  January  1841,  might  never  have  arisen. 
It  is  shown  by  a  statement  given  in  by  Mr.  Elliot,  and 
printed  in  the  Appendix  to  the  Report,  that  the  total 
amount  of  the  Governor's  bills  presented  in  November  and 
December  1840,  and  falling  due  in  January  and  February 
1841,  was  only  20,700/.  To  the  discharge  of  these  bills  the 
guarantee  fund  of  15,000/.  was,  as  in  the  case  of  Governor 
Hindmarsh,  legally  applicable.  Consequently,  had  the 
Commissioners  secured  a  loan  of  120,000/.  in  June  1840, 
and  had  they  on  the  following  December  conformed  to  the 
strict  letter  of  the  Act  of  Parliament,  by  transferring  the 
assets  in  their  hands  from  the  Revenue  to  the  Emigration 
Fund,  no  necessity  need  have  arisen  for  their  re-borrowing 
from  the  balance  of  the  Emigration  Fund  carried  over  from 
the  previous  year;  provided  Government  would  have  maJe 
in  aid  of  the  colony  the  trifling  advance  of  5,700/.  from  the 
1st  of  January,  1841,  until  Parliament  could  have  inter- 
posed. This,  had  the  loan  been  secured  while  it  could  with- 
out difficulty  have  been  obtained,  is  the  only  operation 
which  would  have  been  necessary  even  upon  that  one  of 
Mr.  Elliot's  two  interpretations  of  the  Act  which  forbids 
borrowing  from  the  receipts  of  previous  years  to  prevent 
"  the  formidable  danger  arising  from  a  destruction  of  credit 
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in  a  community  subsisting  upon  imported  provisions,  pai 
for  not  by  exported  produce  but  by  bills.*" 

In  an  impartial  inquiry  into  the  embarrassments  which  have 
occurred  in  South  Australia,  the  conduct  of  Colonel  Gawler 
cannot  be  excluded  from  consideration.     It  admits  of  no 
question  that  the  increase  in  the  amount  of  his  expenditure, 
taken  in  conjunction  with    the  decrease  in  the  amount  of 
the  land  sales,  was  the  proximate  cause  of  the  failure  of  the 
financial  branch  of  the  experiment.     Neither  does  it  admit 
of  question  that  his  increased  expenditure,  taken  in  con- 
junction with  the  failure  of  the  Commissioners  to  provide 
the  means   of   upholding   the  credit  of  the  colony,   until 
Parliament  could  interpose,  was  also  the  proximate  cause  of 
the  calamity  into  which  the  colonists  have  been  plunged. 
Nevertheless  it  would  be  most  uncandid  and  unjust  to  im- 
pute to  Colonel  Gawler  the  creation  of  that  calamity.     He 
adopted  his  scheme  of  administration  under  the  conviction 
that  he  could  produce  a  rapid  course  of  prosperity  by  means 
of  a  large  government   expenditure ;  he  warned  the  Com- 
missioners from  time  to  time,  that  an  increased  expenditure 
would  be  incurred ;  and  he  formed  the  expectation,  not  very 
unreasonable  under  the   circumstances   in    which   he   was 
placed,  that  the  Commissioners  would  provide  the  means  of 
meeting  it.     Now  in  judging  of  the  conduct  of  Colonel 
Gawler,  not   in  reference  to  the  principle  of  self  support, 
which  he  regarded  as  impracticable,  but  in  reference  to  the 
well-being  of  the  settlers,  and  to  the  progress  of  the  province, 
the  objects  which  he  deemed  of  paramount  importance,  we 
are  bound  to  take  into  consideration  the  effects  which  would 
have  been  produced  under  his  system,  had   the  Commis- 
sioners obeyed  the  Act  of  Parliament,  and  upheld  the  credit 
of  the  local  government  until  Parliament   had  an  oppor- 
tunity of  placing  the  financial  administration  upon  that 
secure  foundation  upon  which,  from  the  first,  it  should 
have  rested.     It  cannot  be  doubted,  but  that,  so  long  as  it 
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continued,  the  large  expenditure  of  Colonel  Gawler  did 
produce  upon  the  condition  of  the  colonists,  and  upon  the 
prosperity  of  the  province,  the  beneficial  results  which  he 
anticipated.  Neither  can  it  be  doubted  but  that  that  ex- 
penditure would  have  been  productive  of  permanent  advan- 
tage, had  not  the  dishonouring  of  his  drafts  occasioned  a 
calamitous  revulsion.  I  am  not  disposed  to  defend  the  system 
adopted  by  Colonel  Gawler.  On  the  contrary,  I  am  of  opinion 
that  he  fell  into  an  error  of  judgment,  when  he  conceived 
himself  at  liberty  to  disregard  the  principle  of  self  sup- 
port which  he  was  appointed  to  carry  out,  and  to  create  an 
artificial  prosperity  by  a  larger  government  expenditure. 
All  that  I  contend  for  is,  that  he  is  to  be  held  responsible, 
not  for  the  results  which  have  actually  occurred,  but  only 
for  the  results  which  would  have  occurred,  had  his  system 
been  fairly  carried  out.  For,  that  state  of  things  which,  had 
his  drafts  been  duly  honoured  by  the  Commissioners,  would 
have  existed  in  the  colony  after  Parliament  had  interposed 
to  place  the  financial  administration  under  the  control  of  the 
Lords  of  the  Treasury,  is  the  state  of  things  for  which 
alone  Colonel  Gawler  can  be  justly  held  as  responsible. 
For  all  beyond  this  the  present  Commissioners  are  the 
responsible  parties. 

Between  the  Colonisation  Commissioners,  who  disobeyed 
the  Act  of  Parliament,  and  Colonel  Gawler,  who  exceeded 
his  instructions,  lies  the  responsibility  of  having  created, 
again  to  borrow  the  words  of  I^ord  John  Russell,  "  a  crisis 
of  emergency,  affecting  the  well-being,  the  property,  and, 
perhaps,  the  lives  of  the  inhabitants  of  South  Australia."" 
The  high-minded  soldier,  who  led  the  storming  party  at 
Baddajos,  and  who  commanded  the  flank  company  which 
charged  the  Imperial  Guard  at  Waterloo,  has  been  dis- 
missed from  his  government — the  Commissioners  who  dis- 
obeyed the  Act  of  Parliament,  have  been  retained  in  office. 
But  no  candid  inquirer  will  estimate  the  comparative  merits 
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of  the  respective  parties  in  accordance  with  these  different 
awards  of  arbitrary  power.  Colonel  Gawler  had  no  friend  at 
court.  He  had  no  political  connection,  no  family  ties  with 
the  members  of  a  Whig  Cabinet.  No  Lady  Fanny  Gawler 
was  betrothed  to  a  Secretary  of  State  in  charge  of  the  Co- 
lonial Department.  There  is  a  mark  upon  the  forehead  of 
Lord  John  Russell  which  can  never  be  effaced. 

I  have  the  honour  to  be, 

Your  obedient  servant, 

A  MEMBER  OF  THE  POLITICAL 
ECONOMY  CLUB. 

London^  July  \st,  1842. 
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APPENDIX. 

A. 
FINANCIAL  POSITION 

AT    THE    COMMENCEMENT    OP    THE    FOLLOWING    HALF    YEARS. 

1836.  *•         *•    ^• 

Jan.  1.     Cash  in  the  hands  of  the  Treasurer  -       35,753     9     6 

Exchequer  Bills  in  hand  -         -         8,295     1     0 

^.44,048  10     6 
Agency  and  Sundries  unpaid  -         -         1,435  15     1 

Available  Balance  -         -£.42,612  15     5 


July  1.     Cash  in  the  hands  of  the  Treasurer  -         4,307     3  7 

Exchequer  BUls  in  hand  -         -       29,228     7  6 

£.33,535  11  1 

Passage  Money,  Agency,  and  Sundries 
unpaid,  including  Dividends  falling 

due  on  Bonds     -         -         -         -     £.9,121  11  9 


Available  Balance  -   £.24,413  19     4 


1837. 
Jan.  1.     Cash  in  the  hands  of  the  Treasurer   -         2,238  18  11 
Exchequer  Bills  in  hand  -         -       18,900     0     0 

£.21,138  18  11 

Passage  Money,  Agency,  and  Sundries 

unpaid,  including  Dividends  falling 

due  on  Bonds     -        -         -         -       11,378  10     1 


Available  Balance  -      £.9,760     8  10 
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1837.                                                                        £•  '•  ^• 

July  1.     Cash  in  the  hands  of  the  Treasurer  -         6,034  8  8 

Exchequer  Bills  in  hand           -  -       16,900  0  0 


■ 


£.22,934    8    8 

Passage  Money,  Agency,  and  Sundries 
unpaid,  including  Dividends  falling 
due  on  Bonds     -         -         -        -       11,940     1     1 


Available  Balance  -         -   £.10,994     7     7 


Of  the  Loan  for  £.41,000  there  re- 
mained to  be  paid       -         -         -  £.34,850     0     0 


1838. 
Jan.  1.     Cash  in  the  hands  of  the  Treasurer  -         3,563  10    8 
Exchequer  Bills  in  hand  -         -         8,418     2     6 


£.11,981  13    2 

Passage  Money,  Agency,  and  Sundries, 

including  Dividends  falling  due  on 

Bonds 16,021   13    8 


Deficiency         -         -         -     £.4,040     0     6 


Loan  from  Emigration  Fund,  £.1,442  Ss.  6d. 
Of  the  Public  Loan  £.32,800  remained  to  be  paid. 


July  1.     Cash  in  the  hands  of  the  Treasurer  -         5,451  13     1 
Passage  Money,  Agency,  and  Sundries, 
including  Dividends  falling  due  on 
Bonds 20,726  16  11 


Deficiency         -         -         -  £.15,275     3  10 


Loan  from  Emigration  Fund,  £.8,640  lOs.  ^d. 
Of  the  Public  Loan,  £24,600  remained  to  be  paid. 
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1839.  £.        t.     d. 

Jan.  1.     Cash  in  the  hands  of  the  Treasurer     -      13,847     4     0 

Passage  Money,  Agency,  and  Sundries, 

including  Dividends  falling  due  on 

Bonds 23,071  18    8 


Deficiency       -       -     -       .     £.9,224  14    8 


Loan  from  Emigration  Fund,  £.15,456  12*.  2ff. 
Of  the  Public  Loan.  £.12,300  remained  to  be  paid. 


July  1.     Cash  in  the  hands  of  the  Treasurer  -        1,765     3     6 
Exchequer  Bills  in  hand     -       -        -      24,707    8     4 


£.26,472  11  10 

Passage  Money,  Agency,  and  Sundries, 

including  Dividends  falling  due  on 

Bonds 41,018  11     4 


Deficiency  -         -         -    £.14,545  19     6 


Loan  from  Emigration  Fund,  £.13,260  7*.  2d. 
Of  the  Public  Loan,  £.1200  remained  to  be  paid. 


1840. 
Jan.  1.     Cash  in  the  hands  of  the  Treasurer    -        1,534  10    3 

Exchequer  Bills  in  hand  -         -        -      18,539     3     8 

Cash    in    the    hands    of  the   South 

Australian  Company  -         -         -      53,789  18     4 


£.73,863  12    3 

Passage  Money,  Agency,  and  Sundries, 

including  Dividends  falling  due  on 

Bonds    -----      43,726  15    5 


Available  Balance  -  -    £.30,136  16  10 


Loan  from  ^^migration  Fund,  £36,812  8*.  M, 
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1840.  £.  #.  d, 

July  1.     Cash  in  the  hands  of  the  Treasurer  •  8,905  4  10 

Exchequer  Bills  in  hand  -       -         -  15,052  11  8 

Cash    in    the    hands    of  the   South 

Australian  Company     -     -           -  12,798  19  0 


£.36,756  15     6 

Passage  Money,  Agency,  and  Sundries, 

including  Dividends  falling  due  on 

Bonds        -  -  -  -      56,079     4  11 


Deficiency      -  -    £.19,322     9     5 


Loan  from  Emigration  Fund,  £.63,737  12s.  7d. 


1841. 
Jan.  1.     Cash  in  the  hands  of  the  Treasurer    -  593  10     3 

Exchequer  Bills  in  hand  -  -       -         3,000     0     0 


£.3,593  10    3 

Passage  Money,  Agency,  and  Sundries, 
including  Dividends  falling  due  on 
Bonds 47,189  12  11 


Deficiency     -       -      -  £.43,596     2     8 


Loan  from  Emigration  Fund,  £.97,840  8*.  lOd. 


Bills  presented  but  not  accepted,  to 

the  1st  of  January      -         .         .      43,766     5     Tjl, 
Ditto        ditto       ditto,  to  the  4th  of 

March,  in  addition       -         -        -      25,480  19     7 


Total  -     -        .         -  £.69,247    5     2 


JOSEPH  JACKSON, 

Accountant. 


B. 


FINANCIAL    POSITION. 
JANUARY  TO  JUNE  1840. 


Date. 

Liabilities 

. 

Assets. 

Surplu 

1840. 
Jan.  1. 

As  per  former  statement 
Received  during  January 
Debts  incurred       do. 

Totals        .     .  £. 
Paid  during  January 

Totals        .     .  £, 
Received  during  February 
Debts  incurred        do. 

Totals        .     .  £. 
Paid  during  February 

Totals        .     .  £. 
Received  during  March . 
Debts  incurred       do.    . 

Totals        .     .  £. 
Paid  during  March  . 

Totals        .     . 
Received  during  April  . 
Debts  incurred        do.  . 

Totals        .     .  £. 
Paid  during  April     .     . 

Totals        .     .  £. 
Received  during  May     . 
Debts  incurred      do.     . 

Totals       .     .   £. 
Paid  during  May      .     . 

Totals       .     .    £. 

£.       s. 
43,726  15 

9,060    4 

d. 
5 

3 

£.       8.     d. 

73,863  12    3 

867  12    3 

£.       8.    d. 
30,136  16  10 

52,786  19 
6,916    9 

8 
8 

74,731     4    6 
6,916    9    8 

Feb.  1. 

March  1. 

April  1. 
Iklay  1 
iine  1. 

45,870  10 
7,334  10 

0 
0 

67,814  14  10 
15,634  14    3 

21,944    4  10 

53,205    0 
1,682  11 

0 
1 

83,449    9    1 
1,682  11     1 

51,522    8 
9,805     9 

11 
6 

81,766  18    0 
877  16    1 

30,244    9     I 

61,327  18 
15,527    7 

5 
11 

82,644  14     1 
15,527     7  11 

45,800  10 
15,581  16 

6 
4 

67,117    6    2 
6,332    4    4 

21,316  15    8 

61,382    6 
9,663  10 

10 
10 

73,449  10    6 
9,663  10  10 

T/ 

51,718  16 
9,797  19 

0 
6 

63,785  19    8 
1,183  18    4 

12,067    3     8 

61,516  15 
9,863    0 

6 
8 

64,969  18    0 
9,863    0    8 

51,653  14 

10 

55,106  17\  4 

3,453    2     6 

N.B.— 
rete  prese 

Bills  drawn  from  the  Colon] 
mted,  and  accepted,  in  the  r 

(Si 

iT,  amounting  to 
aonth  of  June. 
\gned) 

the  sum  of  £. 

JOSEPH 
Accoi 

15,520  3*.  2d. 

JACKSON, 

mtant. 

c. 


Monthly  statement  of  Ways  and  Means  for  the  year  1840,  on 
payable,  by  equal  Instalments,  in  the  Months  of  July,  September, 
Ship  having  been  dispatched  in  each  of  the  Months  of  September, 


Assets  at  the  disposal  of  the  Commissioners. 

Balance  which  would 

Sums  known 

Month. 

have  been  in  hand 

to  be  receivable 

Total. 

at  the  commence- 
ment of  the  month. 

during  the  month. 

1840. 

£.       8.    d. 

£.        s.     d. 

£.       5.    d. 

January. 

74,435     2    6 

5?                 >»         JJ 

74,435    2    6 

February. 

63,995  14     8 

>?                 »>         ?» 

63,995  14     8 

March. 

78,731  18    7 

»                  ?>         5» 

78,731  18    7 

April. 

63,604     7    9 

J)                  >J         »J 

63,604    7    9 

May. 

54,848     6    5 

»                  >i         J> 

54,848    6    5 

June. 

51,375  18    5 

>»                 >»         >» 

51,375  18    5 

July- 

37,272    2  10 

40,000    0    0 

77,272     2  10 

August. 

72,841  18     1 

»»        )»     »» 

72,841  18     1 

September. 

53,412    2    2 

40,000    0    0 

93,412    2    2 

October. 

74,915  15     1 

5»                  M         )» 

74,915  15     1 

November. 

61,762  14     5 

40,000    0    0 

101,762  14    5 

December. 

87,584  17    6 

»>        »     »» 

87,584  17    6 

1841. 

January. 

74,672  12    0 

>»        »>     »> 

»»        »     >» 

South  Australian  Colonisation  Office, 
9,  Park  Street,  Westminster^ 
23rd  March,  1841. 

In  order  that  this  statement  may  convey  a  correct  view  of  the  two  funds,  I  feel 
Means"  of  December  1840,  and,  as  being  in  accordance  with  a  similar  statement, 

Analysis  of  the  surplus  at 

Surplus  upon  the  Emigration  Fund         -         -         -         _ 
Do.  Revenue  Fund  -         -         - 


Assuming  that  the  Loan  of  ^.120,000  had  been  raised,  the  amount  of  debt  due  from 
And  there  would  have  remained  in  hand  upon  the  Revenue  Fund  on  the  31st  Dec. 

Showing  a  deficiency  of  Assets  to  pay  the  debt ' 

South  Australian  Colonisation  Office, 
9,  Park  Street,  Westminster, 
25th  March,  1841. 
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C. 

the  assumption  of  a  Loan  of  £.120,000  having  been  raised  in  June, 
and  November  ;  and,  also,  on  the  further  assumption  of  one  Emigrant 
October,  and  November. 

Claims  due,  and  supposed  to  be  paid  during  the  month. 


i 

Estimated  surpli 

1       Revenue. 

Emigration. 

Total. 

at  the  end  of  the 

F 

month. 

£. 

s.     d. 

£.       s.     d. 

£.       s. 

d. 

£.       s.     d. 

1,284 

12  11 

13,467     1     6 

14,751   14 

5 

59,683    8     1 

1,572 

7    4 

7,560  12     9 

9,133     0 

1 

54,862  14     7 

7,900 

4  10 

13,406     9     0 

21,306  13 

10 

57,425     4    9 

3,577 

1     1 

11,830  12  10 

15,407  13 

11 

48,196  13  10 

3,630 

8    7 

10,468     1     7 

14,098  10 

2 

40,749  16     3 

10,205 

11     4 

11,806  11  11 

22,012     3 

3 

29,363  15     2 

7,571 

0    5 

11,620    4    5 

19,191     4 

10 

58,080  18     0 

17,378 

4    8 

18,555     4     5 

35,933     9 

1 

36,908     9     0 

9,954 

14  11 

18,510    2     7 

28,464  17 

6 

64,947    4     8 

5,332 

11     2 

14,133     3     2 

19,465  14 

4 

55,450     0     9 

10,002 

12     1 

10,390     6     8 

20,392  18 

9 

81,369  15     8 

9,184 

3     1 

8,431     7  11 

17,615  11 

0 

69,969    6    6 

w 

„     11 

V)                   «             1, 

n             V) 

„ 

W                   M            ■» 

(Su/ned) 


JOSEPH  JACKSON, 

Accountant. 


it  my  duty  to  submit  the  subjoined  anylysis  as  properly  belonging  to  "  Ways  and 
submitted  by  me,  at  the  end  of  the  year  1839,  to  the  then  Commissioners. 

the  end  of  the  year  1840. 

£.     s.     d, 
27,566     7     7 
42,402  18  11 

£69,969     6     6 


Total,  as  above 


the  Revenue  Fund  to  the  Emigration  Fund  would  have  been 
1840,  as  stated  above,  the  sum  of        -       -         - 


then  due  to  the  Emigration  Fund,  of 
,  (Signed) 


£.  s.     d, 

44,304  12     0 

42,402  18  11 

£.1,901  13     1 


JOSEPH  JACKSON, 

Accountant. 
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E. 

Statement  showing  the  Debt  chargeable  upon  the  Revenues  of  the 
Colony,  which'.would  be  due  in  England  on  the  1st  of  May,  1841, 
upon  the  assumptions  contained  in  the  returns  of  "Ways  and 
Means"  for  the  year  1840, marked  A.,required  by  Colonel  Torrens  ; 
and,  providing,  also,  for  the  Bills  which  have  been  estimated  in 
the  Returns  made  to  the  House  of  Commons. 


£.  s.  d. 
Balance  due  to  the  Emigration  Fund  on  the  31st 

December,  1840  -  -  -  -  44,304  12  0 
Bills  which  are  not  included  in  the  return  above 

referred  to,  and  which  have  either  been 

presented,  or  are  estimated  to  have  been 

drawn  in  the  Colony,  and  not  yet  pre- 
sented, as  by  statements  submitted  to  the 

House  of  Commons  -  -         -       79,647  16     1 

Other  claims  upon  the  Revenue  Fund  to  the 

1st  May,  1841  .        -         -        -       17,978  13     5 

Total  of  the  above         -  -  €.141,931     1     6 

Deduct  balance  in  hand  on  the  31st  of  Decem- 
ber, 1840,  as  per  statement  of  Ways  and 
Means  for  1840  .        -         -         -       42,402  18  11 

Which  leaves  a  Debt,  not  represented  by  Bonds, 

amounting  to  the  sum  of      -       -       -     £99,528  2  7 

Amount  of  debt  in  10  per  cent.  Bonds      -       -       39,000  0  0 

_  do.       —         6     do.  "  Annuity  Bonds"       46,800  0  0 

_  do.       —       Bonds  for  the  New  Loan  -     120,000  0  0 

Total  debt  in  England  1st  May,  1841,  chargeable      ' 

on  the  revenues  of  the  Colony         -       £.305,328     2     ' 

rSicf7iedJ  JOSEPH  JACKSON, 

Accountant. 

South  Australian  Colonisation  Office. 
26tk  March,  1841. 
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F. 


A  Statement  of  Ways  and  Means, 


Jlaiiiis  for  Passage-money,  Bills,  and  Sundries 

Assets : 
Jash  in  the  hands  of  the  Treasurer 
>itto  .     .  South  Australian  Company 
ixcheqoer  Bills  in  hand 


Janitary  1840. 


Revenue. 


£.       s.    d. 
1,284  12  11 


*laims  for  Passage-money,  Bills,  and  Sundries 

Assets  : 
fash  in  the  hands  of  the  Treasurer 
)itto  .     .  South  Australian  Company 
pxchequer  Bills  in  hand 


claims  for  Passage-money,  Bills,  and  Sundries 

Assets : 
3ash  in  the  hands  of  the  Treasurer 
)itto  .     .  South  Australian  Company 
xchequer  Bills  in  hand 


Emigration. 


£. 

s. 

d. 

13,467 

1 

6 

2,587 

2 

11 

53,847 

19 

7 

18,000 

0 

0 

Total. 


£.         s.     d. 
14,751  14     5 


74,435     2     6 


April  1840. 


Revenue. 


£.       8.    d. 
3,577     1     1 


Emigration. 


£.       s.    d. 
11,830  12  10 


6,375  16  4 
42,228  11  5 
15,000     0    0 


Total. 


£.       s.    d. 
15,407  13  11 


63,604    7    9 


July  1840. 


Revenue. 


Emigration. 


£.      s.    d. 
7,571    0    5 


£,      s.   d. 
11,620    4    5 


9,473  3  10 
12,798  19  0 
15,000    0    0 


Total. 


£.      s.    d. 
19,191     4  10 


37,272    2  10 
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F. 


during  1840,  submitted  to  the  Board  Monthly. 


February  1840. 

March  1840.                        \ 

Revenue.         Emigration. 

Total. 

Revenue. 

Emigration. 

Total.      j 

£.      s.    d. 
1,572     7    4 

£,      s.      d. 
7,560  12     9 

£.      s.    d. 
9,133     0     1 

£.      s.    d. 
7,900    4  10 

£.       s.     d. 
13,406     9     0 

£.     s.    d 
21,306  13  1( 

. 

1,852  17     6 
47,142  17     2 
15,000    0     0 

63,995*14    8 

•                •                • 

6,503    7    2 
57,228  11     5 
15,000    0    0 

78,731 18  : 

May  1840. 

June  1840. 

Revenue. 

Emigration. 

Total. 

Revenue. 

Emigration. 

Total. 

£.        s.    d. 
3,630     8     7 

£.       s.    d, 
10,468     1     7 

£.      s.     d. 
14,098  10     2 

£.      s.    d. 
10,205  11    4 

£.      s.    d. 
11,806  11  11 

£.        s.     i 
22,012     3    : 

• 

7,619  15     0 
32,228  11     5 
15,000    0    0 

54,848*    6    5 

. 

8,295     2     8 
28,080  15     9 
15,000     0    0 

51,375  18 

August  1840. 

September  1840. 

Revenue. 

Emigration. 

Total. 

Revenue. 

Emigration. 

Total. 

£.        s.     d. 
17,378     4    8 

£.       s.     d. 
18,555     4     5 

£.        s.     d. 
35,933    9     1 

£.     s.    d. 
9,954  14  11 

^.         s.     d. 
16,760     2     7 

£.       s.      i 
26,714  17     i 

. 

17,841  18     1 
15,000*    0    0 

•                  •                 • 

32,841*  18  1* 

•  •                 • 

•  •                 • 

1,480     8    0 

1,931  14    2 

10,000    0     0 

13,412     2     : 
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G. 

Stiatement  showing  the  Debt  chargeable  upon  the  Revenues  of 
the  Colony,  which  would  be  due  in  England  on  the  1st  of  May, 
1841,  assuming  the  expenditure  as  per  "  Ways  and  Means"  for 
1840,  marked  A.,  and  that  the  Loan  of  £155,000  is  received  from 
the  Government,  instead  of  the  Loan  of  £.120,000,  as  assumed  in 
that  statement ;  and  providing,  also,  for  the  Bills  which  have  been 
estimated  in  the  Returns  made  to  the  House  of  Commons. 


£.       s.     d. 

Balance  due  to  the  Emigration  Fund,  to  the  31st 

of  December,  1840       -       -         -         -       97,840    8  10 
Bills  which  have  either  been  presented,  or  are 

estimated  to   have  been  drawn  in    the 

Colony,  and  not  yet  presented,  as    by 

statements  submitted  to  the  House  of 

Commons  -     102,649  14 

Other  claims  upon  the  Revenue  Fund  to  the 

1st  of  May,  1841,  unpaid     -     -     -     -       14,650     6     8 

Total  of  the  above,  unpaid       -  £215,140     9     7 


£.     s.     d. 
Deduct  cash  in  hand  387     7     ^ 

Do.  Loan  from  Government  155,000     0     0 


4 

155,387    7     7 


■ 


Which  leaves  a  debt  not  represented  by  Loan     £.59,753  2     7 

Add  Loan  on  10  per  cent.  Bonds     '  -  -         39,000  0     0 

Do.  6  do.  -  -        -        46,800  0    (f 

Do.  from  the  Government  -         -       155,000  0     0 

Total    debt    in    England  on    1st   May,  1841, 
chargeable    on    the    Revenues    of   the 

Colony         ..  -  -         -  -£.300,553  2 


(Signed)  JOSEPH  JACKSON, 

Accountant. 
^UTH  Australian  Colonisation  Office, 
^Oth  March,  1841. 


LONDON  : 

PRINTED    BY    J.    MITCHELL    AND    CO.    (lATE    BRETTELL), 

RUPERT    STREET,    HAYMARKET. 
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